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DIRECT TESTIMONY OF DR. DOUGLAS H. CARLISLE
FOR
THE OFFICE OF REGULATORY STAFF
DOCKET NO. 2011-47-WS
IN RE: APPLICATION OF CAROLINA WATER SERVICE, INCORPORATED FOR
APPROVAL OF AN INCREASE IN ITS RATES FOR WATER AND SEWER
SERVICES PROVIDED TO ALL OF ITS SERVICE AREAS IN SOUTH CAROLINA

Q. PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

My name is Dr. Douglas H. Carlisle, Jr. I am an Economist at the South Carolina
Office of Regulatory Staff (“ORS”). My business address is 1401 Main Street, Suite 900,
Columbia, South Carolina 29201.

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND YOUR
PROFESSIONAL EXPERIENCE.

A. I received a Bachelor of Arts from Brown University, a Masters Degree in Public
Administration from the University of Virginia, and a Ph.D. in Government and
International Relations also from the University of Virginia. After graduate school, I
worked as an evaluator and evaluator-in-charge for 72 years at the United States
Government Accountability Office in Washington, D.C. Afterwards I worked as a
market consultant and instructor at Midlands Technical College in South Carolina. I
began work for the State of South Carolina at the State Reorganization Commission,
which functioned as an audit follow-up entity. I was next employed by the South
Carolina House Education & Public Works Committee. Before joining ORS, I worked

five years for the State Chief Economist as an analyst in the Economic Research Section,
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which serves as an adjunct to the Board of Economic Advisors. [assumed my current
position at ORS in March of 2005. I am a Certified Rate of Return Analyst and a
member of the board of the Society of Utility Regulatory Financial Analysts. I have
previously testified before this Commission concerning rate of return.

WHAT IS THE MISSION OF THE OFFICE OF REGULATORY STAFF?

The mission of ORS is to represent the public interest in all proceedings before
the Public Service Commission by balancing: the concerns of the using and consuming
public; the preservation of the financial integrity of the state’s public utilities; and
economic development and job attraction and retention in South Carolina.

WHAT IS THE PURPOSE OF YOUR TESTIMONY AND EXHIBITS IN THIS
PROCEEDING?

The purpose of my testimony and exhibits in this proceeding is to recommend the
appropriate range for return on equity for Carolina Water Service, Inc. (“CWS” or “the
Company”).

WHAT STANDARDS GOVERN RATE OF RETURN?
The Supreme Court of the United States set standards in two landmark decisions.

In the first case, Bluefield Water Works Improvement Co. v. Public Serv. Comm’n, the

Court declared:

A public utility is entitled to such rates as will permit it to earn a
return on the value of the property which it employs for the
convenience of the public equal to that generally being made at the
same time and in the same general part of the country on
investments in other business undertakings which are attended by
corresponding risks and uncertainties; but it has no constitutional
right to profits such as are realized or anticipated in highly
profitable or speculative ventures.  The return should be
reasonably sufficient to assure confidence in the financial
soundness of the utility and should be adequate, under efficient
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The Court’s opinion in Bluefield was later reinforced by the decision in another

case, Federal Power Commission v. Hope Natural Gas Company:

[T]he fixing of ““just and reasonable™ rates, involves a balancing
of the investor and consumer interests.... From the investor or
company point of view it is important that there be enough revenue
not only for operating expenses but also for the capital cost of the
business. These include service on the debt and dividends on the
stock..... By that standard the return to the equity owner should be
commensurate with returns on investments in other enterprises
having corresponding risks. That return, moreover, should be
sufficient to assure confidence in the financial integrity of the
enterprise, so as to maintain its credit and attract capital.?

Decades later in the Permian Basin Area Rate Cases, the Supreme Court provided

additional guidance to regulators by stressing that factors other than producers' costs are

important in the regulation of public utilities and that therefore, regulation may

reasonably “limit stringently the return recovered on investment,” so long as the effect is

not to destroy the utility.

Q. DOES CAROLINA WATER SERVICE,

STOCK?

INC. HAVE TRADED COMMON

No, its stock is entirely held by Utilities, Inc. of Northbrook, Illinois, which also

has no publicly traded stock. Ultilities, Inc. was bought by AIG Highstar’s sponsored

fund Hydro Star, LLC, in 2006.

! Bluefield Water Works & Improvement Company. v. Public Service Commission of West Virginia, 262 U.S. 679,

692-3 (1923).

? Federal Power Commission v. Hope Natural Gas Company, 320 U.S. 591, 603 (1944).
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Q.

IF NEITHER THE COMPANY NOR ITS PARENT HAS TRADED STOCK, HOW
COULD YOU PERFORM AN ANALYSIS OF THE PROPER RETURN ON
EQUITY?

To complete my analysis, I examined the returns and estimated returns of
companies that do have publicly traded stock that are generally in the same line of
business as CWS. I have evaluated the return requirements of investors through three
well-known and generally accepted methods: the Discounted Cash Flow (“DCF”); and
Capital Asset Pricing (“CAP-M”) and the Comparable Earnings Method (“CEM”). I
have used the Company witness’ hypothetical capital structure of 50.11% Long-Term
Debt and 49.89 Common Equity, as it is very close to a 50-50 split.

WHY DO YOU NEED TO ESTIMATE A COST OF EQUITY AND
RECOMMEND A RETURN ON EQUITY FOR CWS?

CWS is a monopoly and therefore does not face competition for its customers
from other water companies. If the Company were in a competitive industry, its return
on equity would be set by the competitive market for its goods and services. Since it is
not in a competitive industry, regulation must act as a surrogate for competition. It would
be unfair to allow the Company to set its own prices because it has no competition in its
provision of an essential service and product.

Water companies enjoy a special place among public utilities as they sell a
commodity that people consume, which is essential to life and has virtually no substitute.
Additionally, the average household has a minimum level of consumption of water which
is difficult to reduce. Water is also hard to transport, which makes its delivery from

alternative sources difficult. All these characteristics help underpin the monopolistic
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status of water and sewerage companies and underline the need for regulation to act as a
surrogate for competition.
HOW DOES REGULATION ACT AS A SURROGATE?

Regulation must establish prices that are fair and approximate the returns of
similarly situated companies, which is consistent with the Hope and Bluefield criteria
cited earlier.

IF REGULATED COMPANIES ARE SIMILAR, THEN WOULD THAT NOT
MAKE REGULATION CIRCULAR?

Regulated companies tend to have monopolies or near-monopolies in their market
of goods and services to customer, but they face a competitive market in trying to sell
their equity. Companies’ managements can affect the profitably of their companies.
Moreover, utility regulation calculates appropriate returns from used and useful assets
known as rate base, so the precise characteristics of each company are recognized in each
rate case proceeding.

PLEASE SUMMARIZE THE RESULTS OF YOUR ANALYSIS.

In the following testimony, I will establish my analysis context followed by a

discussion of each method I employed to reach my recommended range.

Economic Backqground

Q.

A

WHAT ARE THE ECONOMIC BACKGROUND FACTORS THAT YOU
BELIEVE ARE CURRENTLY AFFECTING POTENTIAL INVESTORS’
DECISIONS?

There are three: 1) the perception of risk; 2) the fear of renewed financial crisis,

perhaps now spreading from abroad; and, 3) the lingering effects of the recent recession
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and its causes. While these factor into an analysis of risk in general, I will review them
individually. (See Exhibit DHC-1)

The lingering effects from the recent recession are well known. Unemployment
has remained high. Economic growth, as expressed by increases in Gross Domestic
Product has remained low. Private and public debt remains high. There are signs of
improvement, but they have come slowly. Lending and money have become more
restrictive in response to some financial institutions’ prior use of very unpredictable
financial instruments and fraud. These situations have led the Federal Reserve to take
extraordinary measures. In the midst of the slow recovery and concern about American
and global financing, new fears have arisen, including the debt crisis or crises in Europe,
the impact of Japan’s earthquake and attendant events at the Fukushima nuclear plant.
Some analysts even question the sustainability of China’s dynamism. The most
immediate threat looms in Europe, where whole countries’ potential economic defaults
may spread to other members of the European Community, the European banking
system, the Euro currency and even, potentially, to banks in the United States. The watch
word for the global economy is “contagion.” (See Exhibit DHC-1, p. 3 of 3)

Deterioration into more serious crises remains a possibility based on sheer fear,
rather than from the seriousness of the events themselves. Recent political events have
shown that investors’ concerns may focus on our own country, too. The confrontation
over raising the debt ceiling for the United States government brought our country very
close to an enforced and drastic cut in spending. Another debt confrontation is possible
in November and December of this year and this is only one of the uncertainties hanging

over our nation’s budgetary and monetary condition. Lingering uncertainties remain



Direct Testimony of Dr. Douglas H. Carlisle Docket No. 2011-47-WS Carolina Water Service, Inc.
August 17 2011 Page 7 of 17

10

11

12

13

14

15

16

17

18

19

20

21

22

23

surrounding the financial condition of government sponsored enterprises, the potential for
demographic factors to affect Social Security entitlements, and the equally daunting
challenge of meeting Medicare and Medicaid obligations as inflation in health care costs
continue to outpace general inflation.

Aggravating the problematic nature of our economy are the lingering effects of
our recent recession. Generally, the weakened state of our economy makes both private
and public sectors less resilient to any economic shock. Specifically, both public and
private debt, including household debt, will have to be reduced in a great “deleveraging.”
To offset the effects of the recession and of its causes rooted in opaque financial
instruments, the Federal Reserve Board of the United States has lowered the real interest
rate below zero by buying over $1.5 trillion in government securities in order to lower
their rate/yield. Despite this drastic action, inflation, especially inflation without food
and energy, has only recently begun to rise appreciably.

WHAT IS THE RELEVANT PRACTICAL SIGNIFICANCE OF THE
ECONOMIC CONTEXT OF THIS CASE?

There are several relevant consequences. First, although commodity inflation has
picked up, it may well subside. Second, several economic indicators have become less
predictable. Third, there is more debt or recognized debt to pay off than there was before
the recession. Fourth, the rate of economic growth has slowed in most economically
advanced countries and when it will completely recover is not readily evident. All these
factors result in a prospect for lower growth, moderate inflation and attendant high

unemployment.
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Discounted Cash Flow (“DCF’’) Analysis

Q.
A.

WHAT IS THE PURPOSE OF YOUR DCF ANALYSIS?

The purpose of my DCF analysis is to determine the appropriate return on equity
for CWS by determining what the composite return in perpetuity would be for a
comparable group of companies, based on investors’ valuation of these companies’
dividend payments.

DO YOU MEAN THAT COMPANIES IN THIS COMPARABLE OR PROXY
GROUP WILL BE IDENTICAL TO CWS?

No. I have already mentioned that CWS does not have publicly traded stock, but,
in point of fact, no two companies are clones. The companies in my comparable/proxy
group do resemble CWS and its parent, Utilities, Inc., in the following essential respects:
they are in the same business, the provision of water to customers, and, as a result, have a
largely captive customer base for a product for which there are is an assured demand and
no real substitutes.

HOW DID YOU SELECT YOUR PROXY GROUP?

I used the companies listed in the Water Utility Industry of Value Line’s on-line
Plus Edition. I eliminated the two companies whose businesses focus on water
purification or electricity and Pennichuck Corporation, because it is in the process of
merging with the water system of the City of Nashua, New Hampshire. These

adjustments resulted in a proxy group of nine companies for my DCF analysis.
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Q. HOW DID YOU CALCULATE YOUR DCF?

A. There are two components, dividend yield, which indicates an investor’s return
relative to investment, and growth, which indicates future return. The best general
formula relating these components is:

K=DIV,/P,+ g
K is the cost of equity; DIV is the annualized dividend paid in the next period, but it can
be adjusted to ensure it is a typical quarter; P is the price of the investment; and, g is the
growth rate of the investment. The estimate of the cost of equity, however, is not as
simple as the formula.

Q. WHAT ELSE IS INVOLVED IN THE CALCULATING THE DIVIDEND
PORTION OF THE DCF CALCULATION?

A. The simpler part of calculating the DCF is arriving at a dividend yield. Even this

part poses a problem: what should be the dividend yield used? Generally, the answer to
this question is that the latest or “spot” yield should be used. I have departed from this
approach somewhat by using both a spot yield and a year-to-date average yield and
averaging the two for each proxy company. Although this method departs from the idea
that the DCF requires a single decision on an investment in perpetuity, two factors
suggest that yields in the very near term may be as much like the average in the first part
of this year as spot yields: 1) the slow recovery from recession; and 2) the flight to
quality (utilities) during the recession.

Even though, as a general statement, an investor choosing a stock should be
interested in the next quarter’s dividend, measuring the dividend yields accurately for

purposes of the DCF presents difficulties. Companies have different dividend declaration
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dates and some companies allow their dividends to fluctuate from quarter to quarter,
which makes an accurate statement of a company’s yield and comparison among firms
harder to calculate. There is a potential undercounting, due to these factors alone, of

150% over three quarters, as indicated in the following table which is analyzes a

hypothetical company:

Company Quarter Quarters for which | Potential Undercounting

an increase would

be counted
First 4 0.0 [because 1 — %/, =0]
Second 3 0.25 (%) [because 1 — % =Y ]
Third 2 0.50 (¥ ) [because 1 — /3 ="/40r ¥ ]
Fourth 1 0.75 (%) [because 1 — %= Y4 ]

Total Undercounting over Three Quarters

Undercounting per Quarter

1.5 (0.254+0.50+0.75) [Ya+/4+¥%]

1.5/3=0.5

If increases occur after the next known declared dividend payment, each quarter’s
dividend will be more undercounted going forward because dividend payments are
measured on a yearly basis. A dividend increase is assumed to be at the overall growth
rate “g.” An increase taking place in the first quarter’s dividend would be counted for
that quarter and the rest of the year, but subsequent increases would be counted for only
part of the remaining year. Overall there is a potential undercounting of half of the total
potential increases, so each quarter could be undercounted by one-half and must be
multiplied by half-again or 150% or multiply the dividend yield by 2 or 50% and add it

to the existing dividend yield as depicted in the formula below:

K = (DIV, *(1+0.5)) + ¢
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The first part of this equation is called the “adjusted dividend yield.”
HOW DID YOU ARRIVE AT THE GROWTH, “g,” COMPONENT FOR YOUR
DCF?

The growth component generates more controversy than the dividend portion, but,
in the long run, dividends, earnings, book value and revenues are all indicative of future
growth. Investors know this, so publications and on-line data frequently feature all of
these statistics. Moreover, barring some dramatic technological breakthrough, it is
unlikely that utilities will veer from their past growth rates, which form a basis for future
ones. On the other hand, investors know that a mere straight-line projection from the past
is unlikely to provide an accurate guide to the future. Not surprisingly, information on
past performance and analysts’ predictions of future performance can be found in several
sources of data. Accordingly, I have used earnings per share (“EPS”), sales/revenue,
dividends per share (“DPS”) and book value per share (“BVPS”). I have taken the
average and the median of proxy group companies’ mean and compound growth rates for
three different periods and averaged the result with analysts’ estimates of future growth
rates.

WHAT DOES THE DATA DEMONSTRATE?

In the longer run, historically, BVPS growth has been second highest and
sales/revenue growth has been the highest (Exhibits DHC-2 & DHC-6). In the most
recent three years, however, EPS grew more rapidly (Exhibit DHC-3, p. 2 of 3), perhaps
partially as a result of the longer-term growth in BVPS, and is estimated to grow faster
than revenues. Estimates predict that DPS growth will recover rather dramatically

(Exhibit DHC-4). While estimates are not certainties, by taking more than one source of
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estimates this analysis aims at a consensus prediction of water company growth, which
may influence investors’ beliefs regarding potential returns. When combined with the

adjusted dividend yield the indicated cost of equity is 9.02% (Exhibit DHC-2).

Capital Asset Pricing Model (“CAP-M"") Analysis

Q.
A.

WHAT IS THE CAP-M?

CAP-M is a method of determining appropriate returns on equity based on the
market price of capital as measured by the risk specific to a company. The Model
assumes that investors can neutralize all other risk in the market by diversifying their
holdings in a portfolio of companies with differing risks and returns. The remaining risk,
specific to a company, is the degree to which a company’s return varies from all other
returns, usually measured against a stock index. The presumption that investors want to
maximize returns from investments, while minimizing the risks of investing, underpins
CAP-M. The general equation used in the CAP-M is:

K =Re+ (B * Ry~ Ry)
“K” is the cost of equity; “R¢ is the risk-free rate; and, R, is the market rate. “B” is a
measurement of company-specific risk.
HOW IS COMPANY-SPECIFIC RISK MEASURED?

There is a measurement of a stock’s return compared to that of all other stocks
called “Beta” (“B”). This measurement registers how much a given stock varies
compared with the rest of the market — in practice, compared with a group of stocks or
stock index. The CAP-M theory includes an examination of what an investor would be
able to earn on a stock, if the market risk that it had in common with the whole

investment market were neutralized. Different firms that analyze stocks produce



Direct Testimony of Dr. Douglas H. Carlisle Docket No. 2011-47-WS Carolina Water Service, Inc.
August 17 2011 Page 13 of 17

10

11

12

13

14

15

16

17

18

19

20

21

22

different B’s for the same stock, so I selected a single firm and its B’s for consistency’s
sake. I used the B’s provided by Value Line as they are both readily available and
provide a reasonable representation of what a company’s risk is now and will be in the
foreseeable future. I averaged the B’s of all the water companies for which B was
available in my Proxy Group (Exhibit DHC-9). This calculation produced an average
of 0.72.

HOW WAS MARKET RETURN MEASURED?

There is a compendium of information on historical returns covering a long

period, from 1926 to the present, called Ibbotson SBBI 2011 Classic Yearbook: Market

Results for Stock, Bonds, Bills, and Inflation, 1926-2010. This publication provides the

long-term compounded and simple arithmetic average returns for both large and small

companies in the Standard & Poors (“S&P”’) 500 Index. The SBBI Yearbook groups

companies by levels of capitalization, specifically into ten groups, or deciles.
Periodically, during each year of data, the companies are regrouped in order to keep
companies in the proper 10% to which they belong. To get an average long-run return, I
averaged the compound growth rate of the deciles, although one can take a shortcut based

on the same figure, which the SBBI Yearbook provides for large companies and small

companies. The result is an average growth of 11.2% annually or 11% if one just
averages large and small companies. (Exhibit DHC-9)
HOW WAS THE RISK-FREE RATE OF RETURN MEASURED?

I used the return for 30-Year U.S. Treasury Bonds forward looking to the furthest

quarter out, as report by Blue Chip (Exhibit DHC-11 and Exhibit DCH-12).
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Q.

A

A

WHY DID YOU USE 30-YEAR BONDS AND WHY A PREDICTION INSTEAD
OF ACTUAL CURRENT RETURNS?

Although Treasury securities with very short maturities reflect the current state of
the market, the degree of fluctuation in their price and yield and that of many investments
are highly sensitive to economic and political turmoil. Investors who determine the
long-run return of investments are more likely to look at returns that are long-run and
certainly 30 years is a long time, although not as long as the period covered by the SBBI

Yearbook, 1926-2010.

A prudent investor might look at such predictions under current economic
circumstances. A forward/predicted Treasury yield might makes sense during a period of
great economic uncertainty because, once the market can better assess risk, the true risk
free rate of return may be different.

WHY SHOULD ONE TREAT TREASURY BONDS AS RISK-FREE IN LIGHT
OF THE RECENT DOWNGRADE OF THE CREDIT OF THE UNITED STATES
GOVERNMENT?

It is generally accepted that 30-year Treasury Bonds are still as close to risk-free
as an investor is likely to find.

WHAT CAP-M RETURN ON EQUITY RESULTED FROM THE CAP-M
ANALYSIS?

The return on equity indicated by the CAP-M is 9.48%.

Comparable Earnings Model (“CEM?’’) Analysis

Q.

WHAT ARE THE IMPORTANT FEATURES OF THE CEM AND HOW DID

YOU APPLY THIS MODEL?
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A

One important feature of the CEM is that it has no uniform methodology but does
rely upon the cost of goods and services that produce earnings and, so, focuses on growth
in book value of non-regulated firms. Usually a CEM analysis covers a number of
companies or a wide span of time. My CEM analysis looks at companies with the same
risk as those in my Proxy Group.

HOW DID YOU SELECT THE COMPANIES FOR YOUR CEM ANALYSIS?

I chose all companies carried by Value Line that were not in a financial sector,
that had B’s of no lower than the lowest Proxy Group company and no higher than the
highest Proxy Group company and that had not exceeded the Proxy Group’s range for the
past five years. Additionally, I chose only those companies that had data for indicators of
growth and dividend yield and estimates. These criteria produced a set of 100
companies.

WHAT DATA DID YOU ANALYZE FOR THE COMPANIES CHOSEN FOR
YOUR CEM ANALYSIS?

I examined estimates of future EPS, BVPS, DPS, Sales/Revenue and Dividend
Yield and 10-year, historical, BVPS. For comparison’s sake, I also reviewed 10-year
EPS. To document part of the selection process, I reviewed five-year, historical, ’s.
WHAT WERE THE RESULTS OF YOUR ANALY1S?

The average 10-year Book Value growth for the 100 companies was 10.38% per
year. The average B, however, for the 100 companies is 0.757 (Exhibit DHC-10, p. 5 of
8, “Averages” Line), but the average for the Proxy Group companies is 0.72 (Exhibit
DHC-9, p 1 of 2). To see if B, a measurement of risk, had any effect on Book Value

growth, I weighted the results of the 100 companies so as to approximate the weight of
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different levels of B in the Proxy Group. The result was that, if the 100 companies
averaged the B as the Proxy Group, the 10-year Book Value growth for the 100
companies would be 10.027% (Exhibit DHC-10, p. 5 of 8). This would be highest
interpretation of the CEM results, but there are three reasons for caution: 1) the average
projected Book Value growth is lower than the historical; 2) the average projected EPS is
lower than the historical; and, 3) the average Dividend Yield stands below that of the
Proxy Group (Exhibits DHC-10, p. 5 of 8 and DHC-8).

The Dividend Growth Rate helps delve a little further into the significance of
Dividend Yields, usually outside a CEM analysis. This growth rate is very similar to that
of earnings, which indicates that the yield is unlikely to catch up with that of the Proxy
Group companies. Lower stock prices would raise yields, but Value Line analysts
presumably already took this factor into consideration. To raise the forecasted dividend
yields up to projected levels would require diverting some earnings to dividend payout in
order for net earnings, as registered by book value, to be truly comparable to the water
companies in the Proxy Group. More sales/revenues would be required, yet their rate of
growth is lower than the other factors’ rate.

I looked at companies that were excluded from the 100 because their past B’s
were above the Proxy Group’s range. At first glance, these companies seem to have a
higher projected growth in book value, but, when weighted by B levels, the projected
growth rate drops from an unweighted 10.89% to a weighted 8.88%, while historical five-
year book-value growth rises from an unweighted 8.75% to a weighted 9.182%. The

explanation for this effect is unclear; perhaps a falling B leads to reduced growth relative
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to the rest of the market, when the market is rising. Whatever the reason, the exclusion of
this group raises the projected and historical weighted rate of growth in book value.

Q. WHAT DO YOU CONCLUDE IS THE APPROPRIATE RETURN ON EQUITY
INDICATED BY YOUR CEM?

A. The maximum level indicated is about 10.03%, but, as discussed above, the
dynamics of historical compared to projected growth in book value and the probability
that some of this growth came at the expense of growth in dividends, leads me to

recommend that the CEM level be set lower.

summary
WOULD YOU SUMMARIZE THE RESULTS OF YOUR ANALYSIS?
The results of my analysis indicate of a rate of return on equity range from 9.02%
to 10.03%.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes it does.
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The Global Economic Situation

The European Community, the United States, Japan and China produce nearly three-fifths of the
world’s Gross Domestic Product (“GDP”). Each of these economies is currently experiencing great

uncertainty right now.

The consistent government deficits and mounting debt of Greece, Portugal and Italy, the greatly
overbuilt housing of Ireland and Spain, unrecognized bank liabilities, implicit government liabilities and
dire economic problems plague Europe. All of these concerns also threaten United States banks with
exposure to these problems. Greece’s debt is about 143% of its GDP and European leaders agreed upon a
$157 billion rescue plan, but the crisis does not show signs of abating,' Doubts about Portugal, Treland,
Italy and Spain (the “PIIGS™) have led investors to require large percentage spreads for those countries’

bonds compared to German bonds, as shown on Page 3 of this exhibit.

The overbuilt housing, lack of creditworthiness and transparency of derivative instruments led
to the now well-known bankruptcies and recession in the United States. Massive fiscal and monetary
intervention by the U.S. Government followed, with latter now being maintained at a reduction in

specific credit facilities and a plateau of its intervention in government securities.

The recent earthquakes, tsunami and disastrous nuclear power station failures in Japan, together
with its on-going economic stagnation have made Japan such an uninviting investment that, when the
disasters hit, money flooded back into the country because companies and individuals had invested

abroad for better returns and now needed to repatriate their earnings in order to pay for rebuilding.’ At

! New York Times:

http://topics nytimes.com/top/news/international/countriesandterritories/greece/index.html, updated June 6, 2011.

* In the Federal Reserve Open Market Committee’s press release on August 9, 2011 stated that, “The Committee
also will maintain its existing policy of reinvesting principal payments from its securities holdings.

* “Yen Strengthens After Earthquake, Tsunami Warning Spur Carry Trade Unwind,” by Allison Bennett and
Catarina Saraiva -- Apr 7, 2011 in Bloomberg at:
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least one Japanese executive, nonetheless, is even predicting that the Japanese financial system is headed
for a currency collapse, saying, “The Japanese yen is now being chosen as a safe haven. But the currency

is about as safe as standing under a cliff in the way of a landslide in the pouring rain.”*

China has long been thought of as an unstoppable economic juggernaut with a very high GDP
growth for 15 years and an accumulated $3 trillion in foreign-exchange reserves. Its very strength as an
export-driven economy threatens to undo China as it attempts to sterilize the oversupply of money to
prevent inflation. This ample supply of money has led to investments whose value is questionable.
Moreover, China’s debt-to-GDP ratio is greatly understated and may be higher than the United States’ is
projected to be in 2015; China’s local government debt may be understated by half a trillion Dollars as
China’s central bank alone holds over a trillion Dollars’ worth of debt, with credit in the system allowed
at 200% of GDP.” Even if China tried to go on a “shopping spree” to reduce its reserves, it could buy
Apply, IBM, Microsoft and Google and still have $2 trillion left over, while finding that anything it

sought to buy would increase dramatically in price due to its very purchases.

http://www.bloomberg.com/news/2011-04-07/
unwind.html

en-strengthens-after-earthquake-tsunami-warnin -trade-

*BBC New, August 4, 2011. “Viewpoint: Yen is heading for a currency collapse by Takeshi Fujimaki, Chief
Executive, Fujimaki Japan; http://www.bbc.co.uk/news/

* “China’s Debt Situation Worse than Portugal,” Elizabeth McDonald, August 7, 2011, FoxBusiness at:
http://www.foxbusiness.com/topics/elizabeth-macdonald.htm
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European bond spreads as cited in “The single currency's medical chart,” August 3, 2011, by The Economist online:




%T0°6
%6070
%LT €
%99°G

[Jo [ a8eq
Z-DHA 1qryxg

8- % “9-"C-"p- "¢-DHJ SHQIUXY :92I0g

Amby jJo 150D
yusunsn(py prerx
PIPLA PURPIAICT
YIMOID) [[BISAQ
%98t %01°L %E£9°Y %509 1moIn)
%S8 Y %60°L %¢€C9 %L L SAJEWIISH
%88Y %IL1°L %¢£0°¢ %I9L Y o8eioay
%88t %099 %7C6°C %9¢°C Te9 A -¢
%09°S %97°L %0L°¢ %3t Ted X -6
%91°¢ %RCT L %81'C %60t Tedh-01
a1eqg 1od ONUSAIY 21eyq NI
Jn[eA ooy /S9[eS 1od SpUspIAl(J Jod SSUILIE]
SLTNSHY 4O AYVINIANS ADd




Il Tl 001 860 ¥0'1 yI'l vO'l 81°1 760
pO'1 SLO vo'l L30 90°1 6T'1 96'0 L1 101
£el 1870 701 90°1 SI°1 L6%0 0Z'1 ¥8'0 Il 671 L9'0
$6°0 LO'T 90°1 0€'1 76°0 9.0 10°1 £0'1 660 vO'l 90°'1
£6°0 £0'1 LT1 UL 160 101 0Tl L6'0 pel 1£°0 98°0
€01 €Ul 96°0 £€6°0 0Tl €1l €11 ¥8°0 W
LT S0'1 €0'1 10°1 660 Tl A8t 90°1 90°1 601 AN
Tl YT s iy - Sl
L1 ST |96 Tl 101 9Z'1 SE'1 850 6670 S0°1 80°1
010z 600 800C  LOOT 9007 Se0T  PO0T 00T  T00T T007T 0007
SdH 10] soney oWEEU B3 X JIA0 IBIA
14708 vo'0$ (2508 [LS08  [85°0% 9508 [6v°08 [Lv08  |0F0$  |€4°0% e
¥3°0$ 1808 (80718 [vO'IS  |6T°I8 1$ (2308|1608 84708 |LL0% 8508 808
96°0$ TL0$ 6808  [L80%  |e80% 12708 [eL0$  [1908 |cL0$  [99°0% 15°0$ 9L08
€118 6I'I$ [IT1$  [SOTIS  [13°0% 8808 [9T'I$  [STI$  |ZUI$  [EU'IS  |60°T$ €0°1$
16°08$ 86°0% |60 [SL0$  |L9°0% vLo$ (€208 (1908 [€9°08  [L+°08 99°0$  |LL70$
00'1% L60% 9808
06°0$ LLOS  |EL0$
£5°1$ STIS  |oI'l$
T8 TS [SSTI$ (2918 (£€T18
0102 600  800T  L60T  900Z 00T %007 £00T 00T 1002 0002 6661

£Jo 1 98ed
€-OHJ LIGIHXA

(.,Sd4d.,,) 21eys J9J ssuruwrey

L-0OH( 31qiyxy :a0Inog

0 A2JBAA HLOA

d1oD Mrs

11BAN XISOIPPIIAL

DIIAIIS JIBAA JNIIIUUOY)
I31BAN EIUIOJ|ED)
SA2IN0SY UEISHAY
eolpwy enby

SHAOAL JIJRAN UBILIDWY
I91BAA $91E1S UEBILIIUIY

07y I2JEM NI0X
"d10) MrS

12BN XISIIPPIIN

201AIS JOJBAN JNINJIIUUOYY
12]EAN BIUIOH[ED
+590IN0SIY UBISIIY
gaLIdWy enby

SYI0AL J2)BAA UEDILIDWIY
JIIEAL SAR)S HEILIWY




€ 3o 7 98eg

£-DHA LIIHXH

0L 0LY so8eI0AR [2ILI0]SIY I1]] JO 9SBIIAY

e |%FS9 %b0’S _ |%86'S
%09° .m..wﬂ.m %80'S  |%69°S
[ suejpaw g sugaw |[e jo ebeione
%yLL %I10'S 5
%IeS- %Lt [%ELS
%ISS %IYL  |%9%L
%E9'T %I6S %L1
%95°L %E0'S  %ESP
%I8'€ %08 ¥
%6£'8 %b0°S

YltT!

i E RN Y

o AT

%9611

OT-L0 0150, 01,700,
g 1A~ 01
m@MNHQ><

3[dWIS “E 3 € ‘SUEs[y oNauIiTy

o |%2TS %98°F %b8'T
%EEE ooy %LE'F %L8'T
[ ‘suejpsul g sugauw ||e jo abelare

%09°L %08°% :
9489~ %65S-  |%TE0-
%pE'E %ZT 9 %S1°Z
%34T %ET'S %580
%99'9 %IT ¥ %E6'T
%LS'E %0E'Y 2
%ET'S %98'Y

&
%9601

01-L0 01,50, 01,00,
e g TR-01
SoTey WA0ID) [BNUTY

PUNGAUIC,) &3 ¢ "SUBa Ol2uIos)

UgIpa
uesw

ueIpaUI
ueaty

*07) JJEAN HIOX

‘d1op MrS

I9)EAN XISAIPPIA

ANAIIS JIEBAA INIIIOAUUC))
JI)EAN EIILIOJIET)
$901N0SYY UBISIIY
edamy enby

SHI0AA JI)EAA UEILIDWY
J3JBAN SIIE]S UBILIDWY

07 JAJEAN A0 X

"d1o) MS

31BN XOSI[PPIIA

II1IAIIG JIFEBAN INI[IAUUOD)
JIFRAA RIILIOJIIED)
§92.1N0S2Y UBISIIY
goduy enby

SHIOA JIJEAN UBILIDWY
I)epn SRS URILIWY

Arewrung [BII0ISIH SdHA




%50°9

€ Jo ¢ o8eq
€-OHJ LIdIHXA

$9SLI9AE PI)EUILS PUE [BILI0ISIY JO JFBIIAY

oLEE L WIS Jo safeaaae a7) Jo ABRISAY
Y%Iv'9 %908
Y1V %90'8
%00°9 %b8L
%789 %878
opeZ jOOUE X

%TS'L 1119}-3U0] PUE -110Ys JO AZBIIAE
%S L UBIpaW 2 URIW Jo dTLIIAR
%S0°L UpIpow
%666°L HEIw

SUIT onjEA,

9107 01 ‘sIeak ¢ 1xau Sl 10] 918 SISWC [[€ ‘2107 JO PUD Y1 YSno1y) S1e M[S PUR JOTEA BILION[ED “INBA, S2)RIS UBdLaury }

pageroar o 910Z-710T % £1-T10T4

spoliad yons 10§ S3TRUINSS OLI3WNU S[QR[IEAR UWIOL] PAALISp ale Jo s1sA|eue Aq pajewse popad 1595U0] aY) 10] 2J8 SOTRIINISI,

%00°9 %009 %LES %6009 %E1°9 '00) JAJBAA HI0X
%091 2600'%1 %0£°6 %£0°TI I “d1oD Ars
%00°€ 9600°€ %LT°91 %00'€ %80t J0Je AN XOSIIPPIA
%00'F %00°¢ 2%9¢°9 %00’y %11°01 DIAIIG JIJBAN "UUO))
%E101 %00°6 2%T¥1 %E6TT a0 ID)eAN BIVLIOJI[BD)
%09'¢ %ES P %Ly Tl %09°¢ %0€°9 $I2ANOSIY UBISINAY
%059 %009 %E0'L %97 €1 eoLury enby
%6698 %0L3 %<9°8 Y%lt'6 SHAOAA I9]BAA UBDLIQWY
%88V %056 %0L°6 %St E G : JIRAA SHIEIS UBDLIAINY
I SIesAgpeu | L Z10T 910Z-v10Z  +E1-T10T
(11/82/L) (ri/szL) (11/0z/L)
sYoeZ MM 00T SUFTSNEA +SpewnsyY SdH SIsA[euy




701 Y01 01 o1 0T 80'1 SOl 90'1 0’1
€0'1 01 LOY LO'T 80'1 ¥0'l PO’ LO'T L0
10'T 101 10°] 101 101 W'l w1 €01 201
701 70T 101 101 10'T 10'T 10T w1 10°1
01 001 201 00'1 701 00'1 01 00’1 00’1
v0'l 1071
L0 80'1
SO'T 0T
01 10'1 10'1
B0 600CT  800Z  LOOT  900C SO0 00T €00T  T00T 100 0002

Sd( 10] soney ISULY) ABIX JI3A0 T8I X
7508  [15°0$  [6v0§ [0S [sk08  [Tr08  [6£08  |L€08  [SE0S  [pE0S EEiieR :
8908 (990§ [s908  [190$ [L€08  [€s0$  |1S08 |60  |9¥08  [£¥°08  1¥08 008
708 1203 JoL0$  [69°08 (89708 908 9908  [S9°0§  |€9°08  T90§ 190§ 0908
7608 0608  [88°0%  |/8°0S (9808  [$8°0$  |¥8°08  [€8'0$  |I80F 0808  6L°05  |6L°0S
09°08  [65°08  [6S°08  [85°0S  [8S0§ |50 |AS08  [95°0$  [95°08 9508 15508 |pS0S
s208  cros [1208 (9908|1908 850§ [sS0§  [£s08  [TS0$  6+°08 e
6508 [ss0$ {108 8¥0$  [pr'0$  |or0os  [L€08  {SE0$  [T€0§  [0€0$  [8T0S  |LTOS
9808 (2803  |070§  paciEd ol : e
pO1$ (101§ [00'TS  j960$  [1608  |06'0$ (68708  [88°0§  |£8°0§  [L8'0$  |98°08  |S8'0S
070T  600T  800T  L100T 9007  S00T 00T  €00T  T00T T00Z  000T G666

g0 [ 93eg
#-OHA LIgIHXH

(..Sd.,) 21BYS I3 J SPUIPIAI(Y

L-OH HQIUXE 30008

‘00 JIEA HIOX

‘d10D MIS

1918 AA XOSAIPPIIN
IDNAIIS TIFEAA "UUO))
ID)eAA BIWIOJIE)
$92.1N0S9Y UBISIIY
valawy enby

SHAOAN JIJBAN UEIIWY
IIJEAA SOIRIS UBILIDUWIY

00 918N HIOX
d1oD MIS

1318 A XOSIIPPIIN
A31IAIAG I)EAN "UUOD)
JOJEAN BIELIOJN[ED
$30.1N083Y ULISNIY
edLdY gnby

SI0AN J9JEAA UBILIDIUY
JIOJBAA SO1EIS UEBILIDUNY




¢ Jo 7z o8ed
-OHJ LIGIHXA

04, €0°C | soSeseAr [EILIOISIY YY) JO OBLIIAY

e |%ILT %L9'€ %08T uBtpaW
%r0E % ¥’ %bL'E %oT°E ueawl
‘SUBIpaW °g SUEaUl |je jo ebeiane
%IL'T %6E'Y 0D e NI0OX
%ILE %P1'S dao) MrS
%tt'1 %51 %L9T 121B A\ XOSI[PPIA
%881 %09°L %tbel NNALIG IIJEAN JNONIIULCT)
%b1'1 %E0°T %88°0 A9JEA vlUIOJI[ED)

5

%3ty %0£°S
%608

%E6’1
ueaul oQ_UILE = Uealliyllie, 0L-LO: 0150, 0L-00
TAg -5 A1

SagEIaAY S[dwlg 10 SUEa)y JnowWily

$32IN0SIY URISILIY
poruy enby

SYLOAL JOIBAA UBDLIDWIY
JI9)BA\ SIJE)S UEILIIWY

o |P0LT %S9 %081 uelpat
%e0'e YotT1°E YL’ YeS1'E ueal
[ :sueipaw B suesuw |je jo sbesore
%0L°C %Ity “0)) JIJEM HI0X
%69'E %IT'S 'd1od MLS
%EV'l %Sl %L1 J3)BAA XISI[PPUAI
%381 %09°1 %rsT AJNAIIS IMEBAA JMDEIDUUOD)
%Pl %0l %L8°0 I9JEAN BILLIOJI[E])

e %8T°¢
%80°8

%£6'C

01,-L0, 01,50, 01,00,
g TA-§ T&=01
Saey Ylmoln

[enUOY puUnoduro)) I0 SUBI[A OLIJQUI0L)

$92.1N0S3Y UBISIIY
eILpwy enby

SHAOAA 1936 AN UEDLIDUNY
JI)EAA SAIEIS UBILIDWEY

%hﬂEE-—w [eOLI01STH Sdd




%E9'Y

URIPIWL 79 UBSL JO A5eIsAe| 0/ £7°0

€ JO ¢ 93eg
+-OHA LIdIHXH

$98L19AE SIIBUINSS 29 [EI1L0)STY JO 2FBIIAY

Y% I1'9

%be9

QUOTE

%06¥'S

uou

QUOU

%05t

auou

%0¢°8

%6T'L

%IT'9

uBIpawI
i

00y I91BAN MO X

d1o) MIS

133eAA XISIIPPI

NIAIIG JIJEA INDIIIULOD)
INIBRAA BIWLIOJIED)
$324N089Y URISIJIY
eLwy enby

SHAOAA JDIEAN UBDLIDUNY
I9)BAA S)BIS UBILIDWY

910Z-¥10T
aury one A

sojewnsy SAd SISA[euy




L-DHA HAIYXy :92In0g

SOT £l vO'l 601 LO'T 611 801 Lo 10T SO°T "0D) I9JEAN A0
001 86°0 LOT 60'1 S0'1 80’1 11 £0'1 L0’ 011 ‘10D MrS
€' 00’1 90'1 90’1 60'1 50T 1 $0'1 70’1 60'1 01 13)8 AN XOSIPPIIN
T L6°0 ¥0'1 71 66'0 86°0 €01 €071 101 60'1 L6°0 NIAIRG J2JBAN JNIPIDUUOY)
0T o1l 1 ort P01 701 P11 S0°1 L0'] 10T 61'T 19)ep vIUXOH[ED
LO'1 80°T LO'T T v0'1 P11 60'1 <01 301 or'1 £0'1 $321N0SYY UBISIIY
80'I LO'T elowy enby
T yO'l 5 SHI0A) J91EA UBDLIDWY
011 £l 90'T 71 P17l b0 L0 L0 90T I0JEAN §3)8)S UEILIDWTY
0102 6001 8007 L00Z 900% S00% ¥002 €007 7007 T00Z 0002
SANUIAIY/SI[ES I0] Soney] ULy 1ed X JIIA0 ABI X
006ss  |oozes  |ogzes  [ovies  [oo'ses  |089Ts  [05TTS  |060T§ 09618 |0v6IS  [0S°81S : "00) 1TEAN HAOX
09617 01918 |0£0TTs  109'90Z$ [0Z'6815 [01°081§ (069918 |0L6VIS |OL'SHIS OI'9EIS  [0Z'€ZI$ [00°ZII$ ‘d1o) MIS
0,701 |0T'165  [00'168 (017988  [01'18%  [09bL$  [00°1L$  [OT'v9$  [06'19%  |09'658  |0SHS$  |0S'ESS 12 A\ XISI[PPIIN
0v'998  |0v'6SS  |0€19  [00°65$  |06°9vS  |osivs  [0S'sp$  [oTLv$  [o8'sk$  jov'sys  [0S1F$ [09°THS 3DIAIAG JIJEAL ININIIUUOY)
0V 09YS  |0S'6VFS  [0S0TFS  [0T'29€S  |oLpEES [0L0TES [09°SIES [01°LLTS |0T'€9TS  |08°9FZE  |08'vPTS  [0F'90T$ J0JeA\ BIUI0JI[E)
06798 06098 |ozoss  [oszss  |ocirs  [ocsys  [09'6€$  [o£9es  [09vES  [00°TES 0942 |08'9TS $0IN0SIY UBISA)LY
01°97L8  |0S°0L9% |002298 [05209% |0S'cess [0896¥$ |00°THPS 0TL9ES [00°TTES |0ELOES |0SSLTS  |0ELSTS gyIPWY enby
00°01LZ8 |0L'0PHCS |069£€CS S ] T o SRR | SHOA 13EA uedLBUY
068658 |00'19€S  |0281€S  [ov'ToES [09'89Ts [0T9£T$ |00°8TTS [0LTITS |0T60TS  |0STLGIS OV ELTS DB\ SI)E)S UBILIWY
0107 600T 8002 1007 9007 S00T 7002 €002 7002 T00Z 0007 6661
SINUIAIY/SI[ S
€ Jo 1 28eg

$-OHA LIFIHXA




€ Jo 7 98eg
S-OHU LIGIHXA

% 1T L $28BI3AE [EILI0)SIY 31} JO ITRIAAY
%GL2 %889 Y% T&'L %ETL
%%LE9 YlbL YoTh L
_ ‘SURIpawW g suealw |e jo abelsne
%95°L %E8L %S8°L
%08'1 %ELE %8S
%LT'9 %3899 %09°9
%61 %b'L WIS
%T6°L %9¢°L %09°9
%EeL %3Y'L 2%66'8
%EP9 %T6'L %LT 01

%6011
0L-LOy 01-€0 0100,
T - TR-01
SOREIAY

IS 10 SUEajA] NI

. %L89 Yo8¥°'L YbI'L
%80 %0€°9 %I9E°L Y TE'L
‘SuBIpaW ¥} suUesW ||e jo aberaae

%6¥'L %6L'L %Ll

%LVl %99°¢ %9L’ ¢

%£0°9 %099 %¥FS9

%0t %L6'9 %18y

%¥F8'L %05°L %59

%CEL %SY'L %t6'8
%IV 9 %68°L %8101

%6L°6 %5011 %108
01-L0, 0TS0y 0L-00,
ey *c &0l

S31BY IAOID) [enuuy

punodiuoy)) 10 Sueay JLIaOA)

0D JJeAA NIOA

"d10D MIS

A91BAA XISI[PPIIA

AAIIG JDJBAA JNINJIBUUG))
I2)BAA BIUIOJI[B])
S92AN0SIY UBISALIY
gILwWy enby

SHAOAN 19)EAN URIIOWY
IDJBAA SIIEIS UEILIDUTY

00y B HAOX

"d10D MIS

1918 A\ X9SIIPPIAL

3J1A19G JIJBAA INDNIIUUO))
I)EAN BIWIOJ[ED)
$92IN0SIY URISANIY
eawy enby

SI0A JJEA UBILIDUIY
I9]EAA SI1E)S UBILIDUIY

Alemiwing [BILIOISTE dNUIAIY/SIeS




%01°L SeI0AE $2)RUIT)SI PUE [BIIOISIY Y} JO IBLIIAY

£~DJH ramgxy nmﬁm_u Sdd SE SaiEp JWIES U0 PaPEOTUMOP UOTRBULOJUL,

%% 60°L SAJRLINSS [[e JO aSioAe

AT ALY 9%,8L°8 ueIpall pue Ueaw aYf) JO ofeoAr
%0LY %I8’'L % €98 uetpaw
%90 %lI¥'L %£6'8 ueow

%0T¥ %L1 "0 JIJEAN HEOX
2.0T"9 %TT € ‘dio) MArS
%0L¥ %9€°¢ IBAA XOSI]PPIJAI
%0CT'Y %L0°8 AL AIFEAA INIID3UUOD
%0TY %88 J9Je AN wIUIOJIED)
%0179 %05°L $32.IN0SIY UBISANIY

edowy enby

%0€°9 Y98'L

%0T°¢ : SHIOA\ J9JBAA UBILIDWIY

%0b ¥ %8601 %91°8 JjBAN SIIE)S UBILIDWY
T10¢ 910T-+10T

aouelr] jOOUEA | SHOEZ BB EUEN

%SAJBWINST INUIAIY/SI[eS ,s)sd[eay

¢ Jo ¢ 98eq
S-OHJ LIgIHXH




vo'l eIl

101 260

80°1 €0’

£0°1 vO'l

€01 $0°'1

T0'1 701

S0°1 Yo'l

€01 6870

¥0'1 80°1

010T 600Z 8007 2002 9007 007 00T €002 7007 1002 0007
SdAY 10] soney om:s:U Ied X JI9A0 IBIX

61°LS 76°9% ¥1°9% L6°S$ ¥8'5$ $8Ys 59'v$ 90'F$ 06'¢S 6L'€S = 5

SL'ELS 99°¢1$ 66°€1$ 0671$ FTaALS TLOTS 101§ 1168 0¥'8$ L1'8% 06'LS 88°L$

SI'11S £C0I1% £0°018 S0°01$ 7568 97°'8$ 70'8% 09°L$ 6€LS 11°L$ 36'9% $6'9%

so€ls L9TIS €TIS S6T1S 09'118 5118 ¥6'01$ 9F 01§ 90°01§ ST'6% 76'8% 19°8$

SH 01§ £1°01% TL68 ST6S LO6S 06'L$ €328 LS 9¢°98 87°9% BER 1L°9%

T EAE) S1TI$ 98°'11$ 99°T1$ ST01S 09°6% 97 6% 10°6$ $9'6$ i T

1588 ARTS 8L LS 96'9% 0€'98 68'5$ ves$ 9¢' 1S SI'vS [$8°¢$ wes

65°€Z8 (16728 |49°STS e 1 L s i

9704 65618 S6'L1S £5°LIS  [¥991S ZLs1$ 10S1$ L6'ETS SOPI§ TTEIS  |PLTIS 78118

0102 6007 8002 £002 3002 S00T ¥002 €007 7002 1002 0007 6661

(.SdAL.) dIeyS 19 InjeA Yooy
£Jo [ o3eq

9-DHJ LI9IHXH

L-OHJ NMqQIGXY -a2.mog

*0)) IJBAL HIOX

"d1oD MIS

12)BAN XOSAIPPIA

INAIIG JAFEAN ININIDIUUG))
I2)e AN BIWIOJI[BD)
$I2IN0SIY UBISIIY
edLRWY enby

IO JIJEA| HEILIDUIY
I2JB AN 59)1B)S UeILIWY

'00) JAFEAN HIOX

"d10D MIS

I2)EA\ XaSA[PPIIA

201A13E JAJBAN JNONIIUUD))
IIIBA\ BILIOH[ED
$22IN0SIY UBISAIY
eaLdwy enby

SHIOAN J9JEBAA UEILIOWIY
I9JBAA $9]€)S UBILIAWY




£ Jo g 988

9-OHA LIdIHXd

9 88'F saSetaAy [BILIOISIY 91} JO 2BRIIAY
. 0LE]E %r9's %P6y
R T %99°S %9¥°S
_ :SUBIpaW 29 SUBQUI [[B JO d5eI2AE

%879 %Cr'8 -
%ST'C %IES %Z8E
%I1¢°€ %LT'9 %E8 Y
%86°C %EC'C %06°¢
%S1T¥ %68°C %¥0°S

%81'C %E¥'S

%eT9

%LTS

01-L0s 01.-50. 0100
1A-g bre TR-0T
SOTBIOAY

S(dUTS ~€q € ‘SUBaJA OoWIIy

%b8'P %I8'€ Y%otSS %98y

Y£6'E %95'S Y% 8E°S
| SUBIPIW 7p SUBSW [jE JO J5eIoAR
%66£9 %6178
%S1'C %017 %0L'S
%9t %8519 %8LY
%86C %ES'T %88°¢
%Sy %SLS %¥6'y
%81'C %TES
%S1'S %079 %578
%¥6'y %ITS %SLY
OT-L0s 01-50 0100,
5318y [IMOID) [eniiiy

PUNOULIG ) &3 ¢ ‘SUBS]N JIJom0a0)

ugIpaw
ueaw

uBIpaw
uealU

"'00) JAFeA HI0X

‘daoD MrS

191BA XISI[PPIA
2INAISS JAJBAA "UUO))
I9)BAA BIUIOJI[ED
£592IM0SIY UBISIIY
BoLIdWY enby

IO AN I3 BAY UBILIWY
I91eAN S9JEIS UBILIAWY

Arewming [BII0ISIH SdA L




%88’V

%S8Y

%68'F

%I8'¥

auou

%SE6

uou

uocl

%068

auou

%SLL

%1070

%S0T

910T-ri0T
QuIT anje A

€ Jo ¢ o3eg
9-OHU LI9IHXA

S9SEI0AR SOJBUIISI PUE [BILI0ISIY Y} JO ITRIIAY

URIPAtU PUE UBSW JO a8BIAAY

ueIpat
ueal

‘0D 1M HI0X
"dioD MrS

1B\ XISIPPIA

2IIAIIG JIFEAA JNIIAUUOD)
13)EAN BLIONE)D)
SA0IN0SIY UEISILIY
eyowy enby

SHIOAN JO)BAA UEILIDUY
I3)EAN §9]B]S UBILIIWSY

soyemrysy SIAM (SISA[euy




6loredeq

L~ DHA LI9IHXJ

RECENT PIE Trailing: 16.5 Y RELATIVE bvD f,y :

AMER. STATES WATERNYSE.A«R PRICE 35.05 RATIO 17.5 Wedian; 22.0) PIE RATIO 1.09 Lo 3.2 0

: igh: X 4| 29 . A . X X : X . ¥ i

TWELNESS 3 Risstnwo | {o| 281 B4 2301 290 2e8] sg) d8) doi) 420 8| ses] 3o Targat Price Range

SAFETY 3 Newzitno LEGENDS |
s 1,25 X Dividends p sh 128

TECHNICAL 3 Lowered Trezitt divided by interest Rate

++++_Relative Price Strength 96

BETA .75 [1.00=Marke) 3or-2 spiil 6/02 T
201416 PROJECTIONS. | “Shoded apeas indicte recessions &
. _ Ann'l Total 23 I PR SR PN N N ;- vl - ¢ SR RV N SR bl kcieels @8
Frice Gan: Reu'gm ok . 40

o 3 [33%) 9% NP Ml e T AT S 2 |
Insider Decisions i "IE‘,F"",'.‘—'H'—""_'"'W' T ' L]

ASONDJEMAR L . "

fo 2000000 00—

Options D 0 1 2490000 il ¢ . Ll i L 12
foSel D 11200000][F O N S e . % TQT, RETURN 6/11
Institutional Decisions T ] e ter Slus v AR

WO 40NN QM | poroent 42 ! e by, SO e

losel g 5 shares 2 3 - T ]|1|:ij_ii_ii. hmﬂiuul Tt S O
Higs(ol) 11195 11086 11214 RGP HRHA [If G ERETR AR Sy. 118 506
1995 | 1996 | 1997 | 1998 | 1992 ] 2000 2001 ] 2002 [ 2003 [ 2004 (2005 |2006 (2007 |2008 [2009 | 2010 | 2041 |2072 | ©VALGE LINE FUB. LLC[T4-16

NO3 [ 1137 144 | 41.02( 12911 1247 1306} 1378 | 1398 | 4361 | 1406 | 1576 | 1749 | 1842 | 1948 2141 | 20.85| 22.55 |Revenues persh 2505

175) 175( 185| 204| 228| 220 253 254 208{ 223 284 289 331 | 337 340] 423] 46| 430 |"CashFlow” persh 4.50
108} 113 104 108 119 128 135 1.4 J8¢ 105 ( 132} 133 62| 155 162} 222| 200| 215 Eamingspersh A 2.50
k1l B2 83 84 85 86 87 &7 .88 89 A0 Rl 86| 1001 101 1045 1161 1.16 Div'd Decl'd per sh Bu 1.28
218 240| 2581 31} 430[ 303] 318 268 37| 503 424 | 391§ 2897 445|478 424 40| 410 1CapiSpending persh 475
1028 101 124] 148 | 1182 | 1274 1322 | 14.05( 13.97| 1503 | 1572 | 1664 ] 1753 | 17.95 | 1939 | 20.26 | 20.06| 20.50 |Book Value per sh 21.75
NI7| 1333 134d] 344 1344 f6.12] 1542[ 1548 1521 1675 [ 1680 | 17.05 | 17.23 | 7.30 [ 1853 | 1663 | 179.00| 74.50 |Common Shs Oulstg © | 20.25
tHe| 126 145 185 171 159 167 183 318] 22| 219 207 40] ZZ6[ 212] 157 | Bokd figlres are |Avy Ann'l PIE Rafio 1.0
18 .79 .84 B A7 1.0 86| 100y 182 123 147§ 180 127 | 136 14 1.0 ValueLine Relative PIE Ratio 1.25

1% 5B%| 55% | 50%] 42% | 42% | 39% | 35% | 35% | 36% | 1% § 25% | 28% | 29% | 29% ] 30% | " |avgAwniDivdvied | z7%
CAPITAL STRUCTURE as of 3/31/11 197.5 | 2092 2127 | 2280 | 2362 | 268.6 | 3014 | 3187 | 3610| 3988 415 440 |Revenues {$mill} 525
Total Debt §361.1 mil. Due in 5 Yrs $298.8 mill, 04| 23| $9]| 85| 225| 21| 280 | 268 25| 44| 380 420 |NetProfit (Sl 50.0
BT $2098 mil.  Llinterest $230mil.  Tr30% { 309% | 95% | 97.4% | 47.0% | 405% | 426% | STB% | % | 432% | 430% | 420% lwcome Tax Rate 0%
coverage A) e vt capt) |t | ee| el ol oo 129% | 85% | 69% | 32%| 58% | S0%| 50% [AFUDC%toNetProfit | 50%

54.9% | 52.0% | 52.0% | 47.7% | 50.4% | 4B.6% | 46.9% | 46.2% | 45.9% | 44.3% | 45.0% | 44.0% |Long-Term Debt Ratio 4.0%

Leases, Uncapitalized: Annual rentals $3.3 mill. 44.7% | 48.0% | 48.0% | 52.3% | 49.6% | 51.4% | 53.1% | 53.8% | 54.1% { 55.7% | 55.0% { 56.0% |Common Equity Ratio 56.0%

) 476 | 4444 | 4423 4804 | 5325 | 5516 | 5694 | 5770 | 865.0| BIT4 690 715 |Total Capital ($mill) 788

Pension Assels-12/10 53(1}11% mg‘ima il 530.8 | 5633 | 6023 | 6642 | 7132 7506 | 7764 | B25.3 1 B66d4 | 8550 900 940 {Net Ptant ($mill) 1075

Pid Stock None. g - ol 6.1% | 6.8% | 4.6% | 52% | 54% | 6.0% | 67% | 84% | 50% [ 78% ([ 7.0% | 7.5% {Retum on Total Capll 8.0%
10.1% | 9.5% | 56% | 6.6% | B.5% | Bi% | 93% | 86% | 8.2% | 11.0% | 10.6% | 710.5% |Retum on Shr, Equity 11.5%

Common Stock 18,662,115 shs, 101% | 9.5% | 56% | 6.6% | 8.5% [ 8.4% | 93% { 88% | 8.2% [ 11.0% | 10.0% | 10.5% |Retuen on Com Equity | 11.5%
as of 5i4/11 - 36% | 33% | NMF| 10% | 28% | 27% | 33% | 3.1% | 3.2% | 58% | 45% | 5.5% |Retainedto ComEq 5.5%
MARKET CAP: $650 millfon (Smatl Cap) B5% | B5% | M3% | 8% | 67% | 57% | 58% | 64% | B1% | 47% | 55% | 53% |ANDivids to NetProf 524
CUR&[ELE POSITION 2008 2010 3 BUSINESS: American States Waler Go. operates as a holding  ers in the cily of Blg Bear Lake and In areas of San Bemardino
Cash Assets 1.7 4.2 2.4 | company. Through ils principal subsldiary, Golden Siale Water County. Sold Chaparral City Water of Arizona (611). Has 703 em-
Other _ 843 2008 _201.8 | gompany, it supplies waler to more than 250,000 customers in 75 ployees. Officers & direclors own 2.9% of common stock (41
Currant Assels 86.0 2050  204.2 | communities In 10 counties. Service areas include the greater Praxy). Chaimen: Lloyd Ross. President & GEQ: Rober J.
chltsrf ayahle ?g? E?E g%g metropolitan areas of Los Angeles and Orange Caunties. The com-  Sprowls. Inc: CA. Addr 630 East Foothill Boulevard, San Dimas,
ther ue 477 B§.2 gq.g | pany also provides elactric uility services lo nearly 23,250 custom-  CA 91773. Tel: 908-364-3600, Internet: www.aswater.com.

Current Liab. 9.7 1788 1960 After its disappointing first-quarter rounding the recently filed general rate
Fix, Cha. Cov. 352% 441% 400% § showing, we have tempered our full- case for all three water regions, A decision
ANNUAL RATES Past  Past Estd 08'10) year earnings forecast for American is expected to be handed down by the end
gotengepersh) 1bTs  SYm  04E5 | States Water, The company posted an of 2012.

“Cash Flow" B5% 05%  45% 18% earnings decline in the March period, But there are still some significant
Earnings 45% 11.5%  55% | despite registering a solid 7% top-line ad- hurdles ahead. The water utility indus-
Dividends 204 Z3% 9% | vonce. The rcason is incrcased operating try is capital-intensive, and American is

ki _2 | costs, specifically those associated with the cash strapped. Infrastructurce costs are on

Cal- | QUARTERLYREVENUES[$mil} | rull | build out of its military business (ASUS). the rise and not likely to subside, given
endar |Mar3f Jun.30 Sep.38 Dec.31| Year | Sych expenses are likely to remain high, the age and condition of many water sys-

008 | 889 803 853 842 | 3187 and we've thus trimmed our 2011 earnings tems. American recently sold its Chapar-

2009 | 798 036 1015 883 | 3610 by a dime, to $2.00 a share, representing ral City subsidiary for $29 million, but the

2010 | 884 855 1913 1037 | 39BY o7, y194 dip from the prior year's tally. proceeds are just a drop in the bucket. [t

2014 34% 101312 ;‘;g 917‘52 ‘23 The aforementioned initiative ought will need to go out on the open market and

2012 | 98 to help better position the company issue stock andfor debt to foot the bill. Un-

cal- EARNINGS PER SHARE » Full | longer term. Although American has fortunately, such activities céme at a price,
endar |Mar31 Jun. 30 Sep. 30 Bec.31| Year | heen on the receiving end of favorable de- and will dilute any potential gains.

2008 | 80 53 .26 43 | 155 cisions of late, that has not always been We recommend that most investors

009 | .28 64 .52 18| 182) the case and the climate could change at look elsewhere. AWR lacks price appre-

010 |45 47 &2 M) 225) the drop of a hat. ASUS is far less regu- ciation potential for the coming six to 12

ggrz 3; gg ?g ‘?43 ‘;?g lated than the company's traditional months as well as the next 3- to 5-year

- - - - — businesses and offers healthy upside in pull, given the company's capital

Cal | QUARTERLYDIVIDENDSPAID®a | Full | our opinion. Military contracts could be a restraints. Likewise, we believe that the
ender |Mar3t Jun3) Sep30 Dec.3t| Year| iny,ch needed catalyst for earnings growth income component may lose some of its

2007 | 235 285 .26 250 | 96] going forward. That said, the core of the luster longer term, when compared to

2008 | 250 250 250 280 | 1.00| company will undoubtedly be heavily regu- other utility offerings, although American

2000 1 250 250 250 260 ¢ 101 jared, so potential investors are advised to recently upped its quarterly payout.

%g}? ggg ggg 280 260 | 104} sray abreast of the developments sur- Andre J. Costanza July 22, 2011
(A} Primaty eanings. Excludes nonrecurring | due to rounding. {G) In millions, adjusted for split Company's Financlal Strength B++
gainsf{losses). ‘04, 14¢; ‘05, 25¢; "06, B¢; '08, | (B) Dividends historically paid in early March, Steck's Price Stability 85

Price Growth Persistence 65

{27¢); 10, (44¢) "i1, 3¢. Next earnings report | June, September, and Degember. ® Div'd rein-
due early August. Quarlerly egs. may not add | vesimend plan available,
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RECENT PE Trailing: 1.5 Y| RELATIVE DD [y |
AMERICAN WATER NYSE- 2K PRICE 29.56 RATIO 17.4 (Median:NMF) PIERATIO 1.09 YLD 3.1 Om:
' High: . 0] 25 . ; ‘
T I ] | ] ] B Ty e e
SAFETY 3 Wewwnsis LEGENDS 5
+++ + Relative Price Strenglh :
TECHNICAL 3 Reseavhism | Opionsi¥es 8 |
zded areas indicale recessigns 50
BETA 65 (1.00=Marke) = i
2014-16 PROJECTIONS 0 |
A'tTolal] 1 [ =ESTT [ T 1 a1 | T feeeecdomaas |
Pice Gain  Retum ld |
High 50 {+7u% 16% PRI 25
Low 15 +20% 7% i 20
Insider Decisions 15
ASONDJEMA
WBy ©00000C100 10
Gplisks 0 0 QDO 0110
el 000006010 - % TOT. RETURN &1 [~
Institutional Decisions - A THS  VLARITH®
040 domiy 1o i : M STOCK INDEX
toB 146 145 188 | et ST S " 1y, 460 38 [
to el 93 119 197 | Jaged 7 — YR R A Y| R W dy. 490 5.3 [
Hid's[00) 149349 145430 145832 CL TTerar o TR 5yr.  — 50.6
1995|1996 | 1987 | 1998 | 1999 | 2000 [ 2001 [ 2002 | 2003 [ 2004 | 2005 | 2006 | 2007 2008 | 2008 | 2010 [2077 |2072 | ©VALUELINE FUB. LLC[13-16
. - -- - -- - - - -- -- -~ 1308 | 1384 | 1461 | 13598 1549 | 15.85| 16.35 |Revenues persh 17.95
- -- - -- -- - - .- -- - -- b5 | 447 2.87 289 356 3.60 | 3.80 |“Cash Flow" persh 4.10
-- - -- -- -- - -- . . - --| d87 | d214 | L0 1257 153] 170| 1.80 |Earnings persh & 210
- -- .- - - -- -- -- - .- - -- -- 40 82 86 A0 .94 | Div'd Decld per sh 116
- - .- - - .- -- .- -- -- - 431 4.74 6.31 450 438 430 4.25 [CapTSpending per sh 4.1¢
-- - -- .- - . -- - -- -- 2386 | 2839 ; 2564 | 2201 | 2359 | 23.60| 23.40 |Book Value persh P 23,60
-- - -- - - .- - - - -- 1 160.00 | 160.00 [ 160.00 | 174.63 | 175.00 [ 130.00 | 185.00 [Common Shs Outst'y © | 785.00
-- -- - - .. . - - - - .- . 189 5.8 14.8 | Bold fighres are  [Avg Ann') PIE Ratio 19.0
- -- -- - . . - -- -- -- - == 144| 1.04{ , 94| |Valvelline  iRelative PIE Ratio 1.25
S I O e el e e e ] | a2 Taam o SPRS | Avg Annl Divd Yield 28%
GAPITAL STRUCTURE as of 3/3111 -- -- - - | 20031 {22142 | 2336.9 | 2440.7 | 2710,7 | 2850 | 3025 [Revenves ($mill) 3500
Igtgzgtegggggﬂ;gﬂrlnﬂl- E;lfnltr;rﬁe :’tr; 58233?“ H?i"' -- .- -- - - | d155.8 | d342.3 | 187.2 | 209.9| 2678 300 [ 330 [NetProfit{min 410
e Avigiiid e -- - - -- - <o | 374% | 37.9% | 40.4% | 39.0% | 38.5% |Income Tax Rate 38.0%
{Total interest coverage: 1.8x)  (56% of Cap'l) el et | || 2% | 100% | to0% | 10.0% [AFUDC % to NetProfit | 15.0%
Leases, Uncapitalized: Annual rentals $25.7 milt, - - - -- -- | 56.4% | 50.9% [ 53.1% | 55.9% | 56.8% ! 56.5% | 56.5% [Long-Term Debt Ratio 56.5%
Pension Assets-12/10 $861.0 mil - .. . -- -- 1 43.8% | 40.1% 1 46.8% | 43.1% | 43.2% | 43.5% | 43.5% |Common Equity Ratio 43.5%
. Oblig. 5;1235-5 mill. -- -- . - -- | B692.8 [ 92457 + 8750.2 | 9280.0 | 85613 [ 9850 [ 76100 (Total Capital {$mill) 10600
Pfd Stock $27.8 mill,  Pfd Divid NMF | el e -- D -- 6708 [ 93180 | 99918 | 10524 | 41059 | 1450 11675 |Net Plant (Seit) 12150
Gommon Stock 175,356,140 shs. .- -- -- -- -4 NMF | NMF | 3.7% | 38% | 4.4% [ 4.5% | 5.0% |Retur on Tolal Cap'l 5.5%
as of 42811 - -- -- -] NMF | NMF| 46% | 52% | 65% | 7.0% | 7.5% [Return on Shr. Equily 9.0%
-- -- - -- --| NMF | NMF | 46% | 52% | 65%] 7.0% | 7.5% (Return on Com Equity 9.0%
MARKET CAP: $5.2 hillion (Mid Cap) - -- .- . -| NMF 1 NMF [ 3.0% [ 18%( 28% ] 3.5%| 3.5% [Refainedto ComEy 4.5%
CURR%EH_T POSITHON 2009 2010 3731/ -- .- - .- .- -- -- 1 % 65% | 56% | 54% | 53% |All Div'ds to Met Prof 52%
Cash Assets 22.3 13.1 13.5 | BUSINESS: American Waler Works Company, Inc. is the largest market accounling for over 18% of sevenues. Has roughly 7,000
Other 4768 521.2 12920 | nvestor-owned water and wastewater utilly in the LS., providing employees. Depreciation rate, 2.5% in “10. BlackRock, Inc., owns
Current Assets 4881 5343 13055 | senvices fo over 15 million pecple in aver 30 slates and Canada. s 6.9% of the camman stock outstanding. OFF, & dir, own lass than
Accls Payable 1386 199.2 132-; nonreguiated business assists municipalifies and military bases  1%. President & GEQ; Jeffrey Sterba. Chalman; George Macken-
85?;0% g‘gg 5@32 ggg‘j with the maintenance and upkeep as well. Regulated operations zle. Address: 1025 Laurel Qak Read, Vioorhees, NJ 08043, Tele-
Current Liab. 60?:4 7745 134G | Made up over 88% of 2010 revenuss. New Jersey is ils biggest phone: 856-346-8200. Intemat: www.amwaler.com,
Fix. Chg. Cov. 210% 237% _ 250% | American Water Works continues to decline in the operating efficiency ratio
ANNUAL RATES Past Past Est'd'08-10( execute a portfolio optimization stra- {maintenance expenses to revenues). We
ofdungsfpersh)  WYrs. 5V, m'*“".]/ﬁ tegy for its regulated business. This in- look for profitability to improve in conjunc-
?g;’:l?‘,’:?gw.. o o g_'g%‘,’ cludes the recent acquisition of 11 regu- tion with more rate hikes on the horizon.
Eamings -- -- 85% | lated water systems and 59 wastewater During the March guarter, the company
Dividends - -- 80% | systerns in Missouri, The company also an- was granted $10.9 million in annualized
BookValue -~ == %% | nounced the sale of its Texas subsidiary’s rate increases, assuming constant sales
cal- | QUARTERLY REVENUES {§ mil) Full | assets, and the divestiture of the regulated volume, It also received awards in West
endar_|Mar3t Jun. 10 Sep.30 Dec. M| Year | water and wastewater operations in Ari- Virginia and Texas during the June inter-
208 | 5068 5894 6722 568523369 zona and New Mexico. Meanwhile, Amer- im. All told, earnings ought to advance at
2000 | 5502 G127 6800 S597.8| 24407 ican agreed to swap its regulated opera- an over 10% pace this year, and at a mid-
2010 + 5881 6712 7868 664.5) 27107 tions in Ohio for Aqua America’s regulated single-digit clip in 2012, with the better
11| 6109 705 810 7241) B0 | hysiness in New York. regulatory climate offsetting financing
W12 | 650 750 865 760 | 3025 | We believe that these moves, on bal- costs.
Cal- EARNINGS PER SHARE & Ful | ance, should yield some much-needed American Water remains in good
endar |Mar31 Jun. 30 Sep.30 Dec.31| Year] cash. The value of afforementioned shape for the long haul. A reshuffling of
2008 | 04 28 55 23 110} divestitures is roughly $470 million, and the company's operations cught to improve
2009 19 .52 92 21| 125 that excludes the agreement to swap its its bottom-line prospects over the pull to
010 ) 18 A2 71 23| 183) regylated business in Ohio (this deal 2014-2018. Declines in residential water
1) 24 4575 26| 170 ghould net about $50 million for American usage should slow, and we look for more
Mz | 24 A% .78 .28 | 1.80 Water). The added cash ought to support growth of the company’s commercial and
Cal- | QUARTERLYDMDENDSPAD®x | ruj | infrastructure expenditures and more industrial water segments.
endar [Mar3t Jun30 Sep.30 Dec.di} Year | strategic expansion in the coming years. The stock is a Timely selection, but
2007 | -- -- - e -- | Profit growth ought to persist at a does not stand out for price appreci-
2008 | -- -- 20 .20 4t| healthy clip for the utility. American ation potential out to 2014-2016. It
2009 § .20 200 21 A 82| earned $0.24 a share during the first should be noted, however, that our projec-
2010 § .21 2t .22 2 | 8| quarter (excluding discontinued opera- tions do not account for a divestiture yet.
uH 2 23 tions), driven by a one-percentage-point Andre J. Costanza July 22, 2011

{A} Dilvted eamings. Excludes nonrecuiring | Quarlterly earnings may not sum due fo round- | able,

gains {losses): "08, {$4.62); '09, ($2.63). Dis- | ing.
confinued operations: ‘08, (4¢) ™11, 1¢. %
Next earnings report
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(B) Dividends to be paid in February, May, Au-
ue early August | gust, and November. m Div. reinvesiment avall- | lion, $7.15/share,
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C) In millions.

D) Includes intangibles, In 2010: §1.251 bil-

Company's Financial Sivength B
Stock's Price Stability 80
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Insider Decisions ‘ Hl"‘] “!i ”LITTm g iz |
ASONDJFMA || Inipn o L= 4
w8y 0100600009 - 5 TR
Qtisks ¢ 2 1011010F ! ; LR ) S Py e [ L 6
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Institutional Decisions DA S L S : ' RIS e TS VLARITH.
MWD 4O M | porsent 1 -, Il ; - $tock woex L
bS 109 ‘a4 413|Sheres 10— eI it NG 3y 505 53
EIfsQaY 50791 65463 55308 etotfted Qe 0T TO T ol bons ey ATTTTTTRTETTEITIR B [l [ITITTTETERAN Sy. 103 508
1995|1996 | 1997 | 1998 | 1999 | 2000 [ 2001 [ 2002 | 2003 | 2004 (2005 [2006 (2007 |2008 {2009 (2010 [2011 {2012 | ©VALUELUNEPUR. LLC[14-16
184 188 202, 209| 241 246| 270| 285) 207| 348 385| 403 452 463 49t 528 5557 535 {Revenues persh 6.80
A7 50 .56 61 72 .76 BB 94 86| 1.09 121 1.26 137 142 161 1.78 195 205 [“Cash Flow" persh 2460
28 30 34 40 42 A7 B 54 57 B4 Rl .70 N 13 a7 B3 1.05( 1.10 (Earnings persh A 1.40
22 23 24 26 2 28 30 32 35 37 A 44 .48 51 .55 .59 .52 .66 [Div'd Decl'd per sh Bw 18
52 48 58 82 90 116 1.09 1.20 132 154 1.8 [ 205 1.19 1.98 208 23r| 230 235 [Cap'l Spending per sh 50
246 ) 2694 284| 321 342| 385] 445 46| 534 589 630) 686 732 762 | B812| 451 | 495 9.40 |Book Valug persh 11,05
63741 6575 6747| 7220 10680 | 111.82 ) 113.97 | 113.99 | 123.45 | 127.18 | 128.97 1 132.33 [ 133.40 | 135.37 | 136,49 | 137.87 | 736.90 | 739.90 [Common Shs Outst'p © | 142.90
120 15671 {7B| 225 22| 182] 236( 26| 245| 251 M8y V| R0 248] 281| 2L1| Bold figgres are [Avy Ann'TPIE Ratic Mo
80 B8 103 #17) 121f 118 1.2 120 1407 133 169 1871 170 | 180 154 | 136 Volelline  |Retative PIE Ratio 140
6.2% | 49% | 39%| 29% | 30% | 33%| 25% | 25% § 25% | 23% | 1B% | 18% | 21% | 28% | a4% ) 3% | SUF™  |ayg Ann'l Divd Yield 2.5%
CAPITAL STRUCTURE as of 3/31/41 73| 3220 72| 4420 | 4968 | 5335 | 6025 | 627.0 [ 6705 7261 770 820 |Revenues ($mill} 970
Total Deht $1558.5 mill. Due in 5 ¥rs $310 mill 535 | 827 673 80O | 912| 920 950 | 679 | 044 1240| 445] 155 |Net Profit ($mill 200
hﬁ?;‘;tjfjaﬂgeg“glSX_LtTm'glfﬁ{g;fffje"r‘;'![-e: 30.3% | SB5% | 39.3% | 39.4% | 38.4% | 395% | 38.9% | 397% | 30.4% | 35.0% | 40.0% | 40.0% |Income Tax Rate D%
4.5 : wo%hofCapl) | nt <o e -] e el o] ool 20% | 34%| 28% | 25% |AFUDCHloNetProfit | 1.5%
52.2% 1 54.2% | 51.4% [ 50.0% | 52.0% | 51.6% | 55.4% |54.1% | 55.6% | 56.6% | 55.0% | 53.0% [Long-Term Debt Ratio 41.0%
Pension Assets-12M0 $159.2 mill. 47.7% | 45.8% | 48.6% | 50.0% | 4B.0% | 48.4% | 44.6% : 45.9% | 44.4% | 43.4% | 45.0% | 47.0% [Comman Equity Ratio 53.0%
Oblig, $234.9 mill. | 904 [ 1076.2 | 13557 | 14973 | 1600.4 | 15044 | 21914 | 2306.6 | 24955 | 2706.2 | 2765 | 2810 |Total Capital ($mill) 3600
gg’msn‘;‘;“sﬂggﬁ 138.217 191 shares 13681 | 14908 | 1824.3 | 2069.5 | 2260.0 | 2506.0 1 2792.8 | 20074 | 3227.3 | 3469.3 | 3630 | 3800 Net Plant ($onil 4320
asof dlaTig e TB% | 76% | 64% | 67% | 69% | 64% | 5.9% | 5% | 5A% | 5.0k | 6.5% | 7.0% |RetnonTotalCapt | 8.0%
MARKET GAP: $3.1 billion {Mid Caji) 123% | 127% | 162% | 10.7% [ 11.2% } 10.0% | 97% | 93% | 9.4% | 10.6% | 71.5% | #1.5% [Return on Shr. Equity 12.5%
CURRENT POSITION 2009 2010 3131711 124% [ 127% [ 10.2% | 10.7% | 11.2% [ 10.0% | 87% | 9.3% 0.4% | 10.6% | 1.5% | 11.5% |Return on Com Equity 12.5%
MLL S1% [ 52% | 42% | 46% | 49% | 3.7% § 32% | 28% | 27% | 3.7%| 5.0% | 4.5% |RetainedioComEqg 5.5%
gach Assets 219 58 I3| sow| sow | se% | sme | se% | o3 | 6™ | 70% | 72| 65| 59% | 60% |AU Dividsto et Prof 56%
g&gpﬂf}f (AvgCst) 1!132 425 ggg BUSINESS: Aqua America, Inc. is the holding company for waler  others, Water supply revenues “10; residential, 59.4%; commaercial,
Current Assals 121'5 7 45' 7 156.-9 and wastewater utilities that serve approximately 1h_ree millicn resi-  14.5%; Industrial & other, 26.0%. Officers and dire.ck»rs own 20%
Accls Payable 57.9 453 295 denls in Pennsylvanta, Ohio, North Caralina, Illinclus. Texas, New  of the common stock (4/11 Proxy}. Chalrman & Chief Executive OF-
Deht Due 87.0 285 584 | Jersey, Florida, Indiana, end five other stales. Divesled three of ficer: Nicholas DeBenedictis. Incorporated: Pennsylvania. Address:
Dther 56.1 149.2 151.4 | four non-waler businesses in '81; telemarkeling group in "83; and 762 West Lancaster Avenus, Bryn Mawr, Pennsylvania 19010. Tel-
Current Lizb. 201.0 2237 2093 | others. Acquired AquaSource, 7/03; Consumers Water, 4/8%; and  ephone: §10-525-1400. Internet: www.aquaamerica,com.
Fix. Ghg. Cov. 346% 290% 306% "Aqua America should continue its lifting the bottom line. The company is
ANNUAL RATES Past Past Estd‘0a-ta | Tecovery in 2011. Namely, acquisitions going forward with its plans to file in
ofcharge fpersh]  10¥rs,  5¥rs. tpnasg | @nd rate rulings are slated to provide a about seven states, including Pennsylva-

Revenues 80% 7.5% @ 55% considerable boost to the top and bottorn nia, New Jersey, Ohio, Illinois, and Texas,

;%?I%EF;OW’ g-gf{; 2-%'2:‘; 1%%‘,',//“ lines for this year. Thus far, Aqua America has received ap-

Bridegss 78% ao% 554 | Expansions remain the main focus. proximately $11 million in rate awards

Baok Value 9.0% 70% 60% | The company’s Texas subsidiary recently and surcharges.

cal. | QUARTERLY REVENUES (§ mil) Ful completed its purchase of American Water The company has solid long-term

endar |Mar31 Jun30 Sep30 Decdl| Year | Works Company's Texas operations. This prospects. Given Aqua America's aggres-

2008 11303 1510 1771 1596 | 6zo| 2cquisition is set to significantly expand sive expansion plans, the company should

2609 |1545 1673 1808 1679 | 6705 | Agua America’s customer base in one of its considerably benefit from acquisition

2010 |1605 1785 2078 1793 | 7261 | fastest growing sectors. The $6 million driven growth, which should more than

201 §1718 90 220 1887 | 770 | transaction added a total of 51 water and offset the slow organic growth it is ex-

M2 §190 200 230 200 g20 | five waste water systems, which serve ap- periencing due to the tepid economy. Else-

Cal- EARNINGS PER SHARE ~ Fun | Proximately 16,000 people. The new unit where, increased drilling of gas in the

endar iMar3! Jun30 Sep.30 Dec.3i; Year; Will operate put of Aqua's Houston office, Marcellus Shale remains an exciting pros-

2008 1 7% M) 73] and the expanded subsidiary will cover a pect, with the expansion of water sales to

2009 44 19 5 18 ‘77| number of counties in the area including trucks in the region progressing on sched-

010 | 6 2 3 5 80| Brazonia, Harris, Liberty, and Matagorda. wule. These factors, combined with likely fa-

2011 8 24 .34 .28 | 105| With the completion of this acquisition, wvorable rate rulings, should provide a lift

2012 20 .25 .57 .28 | 1.10| Aqua America has grown its Texas cus- to revenues and earnings for the 2014-

Cal- | QUARTERLY DIVIDENDS PAID & m Full tomer base by about 50% since 2003, when 2016 period. L. .

endar |Mar31 Jun30 Sep30 Dec3i| vear| it first entered the market. The company Investors should find this issue of in-

007 | 415 115 15 125 ) is planning a total of 15-20 acquisitions for terest. The stock's dividend yield is well

2008 | 195 125 1% A% '5¢ | the year, with future purchases planned in above the industry average, and the com-

2000 | 435 135 438 445 &5 Pa_anr_msylvania, Texas, North Carolina, and pany has a long history of steady payout

2010 | 445 145 145 155 ey Virginia. . lncreases.

2081 | 455 155 Rate rulings should also play a role in  Sahana Zutshi July 22, 2011
(A) Diluied egs. Excl, nonres. gains (losses): | ings report due late July, {C) in millions, adjusted for stock spiits. Company’s Financial Strength B+
‘o9, (11¢);°00, 2¢; '01, 2¢; 02, 5¢; '03, 44, {8} Dividends hislorically paid in early March, Stock’s Price Stahility 100
Excl. gain from disc. operations: '86, 2¢. Earn- | June, Sept. & Dec. » Div'd. reinvestment plan Price Growth Persistence 70
ings may nat add due to rounding, Next earn- | avallable (5% discount), Earnings Predictability 100
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RECENT 19 06 TRAILING 20 9 RELATIVE 1 1 9 DIv'D 4 00/
' + NDO--ARTNA PRICE ' FIE RATIO o [PMERATIO §, YLD V0
’ RAM(S . 19.83 20.04 22.62 22.33 20.67 19.31 18.73 19.59 19.88 High
’ 13.08 15.18 17.20 17.9¢ 18.26 13.00 12.81 16.43 17.69 Low
PERFORMANCE 3 4 LEGENDS
vermee I emma 12 Mos Mov Avg |, 1!_IJ—‘J-1-'--FA“""|-|—.ﬁ it 18
Technical 3 Aversga - - + - Rel Price Strength i
e TR :
SAFETY 2 Lverage Staded area incicales eassion| | e vav,L .
BETA 50 (1.00 = Markei) : T
e - " 5
Lt 4
Financial Strength B+ 3
Price Stability 160 2
Price Growth Persistence 45
330
Earnings Predictability 90 - . ] VoL
T T T T I T T T i || (thas.)
© VALUE LTNE PUBLISHING LLC 2003 2604 2005 2006 2007 20122043
SALES PER SH 6.20 6.67 7.52 777 7.20
“CASH FLOW" PER SH 1.28 1.42 1.66 1.75 1.57
EARNINGS PER 5H .64 g2 81 97 80 1.12C/NA
DIV'DS DECL'D PER §H .53 .55 .58 61 Rald
CAP'L SPENDING PER SH 4.20 4.82 3.35 5.08 3.66
BOOK VALUE PER §H 9.01 8.26 .60 10.156 11.68
COMMON SHS QUTST'G (MILL) 5.85 5.93 6.02 6.09 7.30
AVG ANN'L P/E RATIO 24.7 254 24.2 20.3 21.5 16.9/NA
RELATIVE P/E RATIO 1.41 1.34 1.28 1.10 1.14
AVG ANN'L DIV'D YIELD 3.4% 3.0% 2.9% 3.1% 3.4%
SALES (SMILL} 36.3 396 45.3 473 52.5 Bold figures
OPERATING MARGIN - - 100.0% 45.6% 45.6% are consensus
DEPRECIATION ($MILL) 3.6 4.0 4.4 4.5 5.2 sarnings
NET PROFIT ($MILL) 3.8 4.4 5.0 6.1 6.3 estfmales
INCOME TAX RATE 37.9% 39.6% 39.9% 39.0% 39.8% and, using the
NET PROFIT MARGIN 10.8% 11.1% 11.1% 12.8% 11.8% recent prices,
WORKING CAP'L {$MILL) d10.5 d8.7 d1.8 dg.g 2.5 P/E ratios.
LONG-TERM DEBT ($MILL) 80.6 824 924 92.1 91.8
SHR. EQUIEY (SMILL} 52.7 54.8 57.8 61.8 B&.1
RETURN ON TOTAL CAP'L 4.5% 5.1% 8.3% 5.8% 5.3%
RETURN ON SHR. EQUITY 7.4% 8.0% B.7% 9.8% 71.4%
RETAINED TO COM EQ 1.4% 2.1% 27% 3.8% 2.1%
ALL BIV'DS TO NET PROF 1% 4% 69% 61% 71%

ANp. of analysts changing earn. esf, in last

8 days: 0 up, ¢ down,

consensus §-year eamings growth 3.6% per year, ®Based upon 4 analysls’ estimates. CBased upon 4 enalysts’ estimates.

ANNUAL RATES ASSETS ($mii) 009 2010 33U INDUSTRY: Water Utility
of change (per share) 5 Yrs. 1Yr. | Cash Assels 5 2 3
§H|95h " 3-5::’5 :.g:/; Receivables 9.0 5.4 82 | BUSINESS: Artesian Resources Corporation, through its
E{a:?rf‘ln;;‘) gg.!,: 30% 'O“E‘E"WY ;g ,}g ;g subsidiaries, provides water, wastewater and other services
Dividends 5.5% 4,5% CurrE;nt Assels m T'O T.E on the Delmarva Peninsula. The company distributes and
Book Value 5.5% 25% ’ ’ “ | sells water, inclnding water for public and private fire
Fiscal | QUARTERLY SALES ($mill) | Fub | Property, Piant protcct'ic?n, to residential, commercial, industrial, municipal
Year | 1Q 20 30 40 |Year| & Equip, af cost 4030 4148 -- | and utility customers throughout the states of Delaware,
Accum Depreclation 649 §9.2 "> | Maryland and Pennsylvania. It also provides wastewater
12/31/08]| 13.9 154 16.1 155 160.8| Net Property 3381 3454 350.7 ry . i ;
1230100 150 160 180 59 lodg] Other 7.8 121 7.8 | services to custorners in Dc?laware and has en-tereq mto
12131141 14.8 Total Assels 3588 IS 370.3 | purchase agreements to provide wastewater services in the
1213112 state of Maryland. In addition, Artesian provides contract
Fiscal EARNINGS PER SHARE | Ful .Eilcﬁglg:gglelsmm') 37 ” 45 | Water and wastewater operations, water and sewer service
Year | 1@  2Q 3 4Q | Year| pevipue 77 06 o7 | line protection plans, wastewater management services, and
T2amel A3 21 a5 47 | g | Other 5.1 78 7.0 | design, co;lstruction and e'ngineering services, ) Artesian
12131m8] 22 27 28 50 | .97 | Curent Liab 365 419 38.2 | Resources is the parent holding company of Artesian Water
12/3110] .22 .24 .38 A6 [ 1.00 Company, Inc., Artesian Water Pennsylvania, Inc., Artesian
2l a3 24 38 22 Water Maryland, Inc., Artesian Wastewater Management,
123112 LO::;EEE’:‘I%EBT AND EQUITY Inc., Artesian Wastewater Maryland, Inc. and three other
Cal- | QUARTERLY DIVIDENDS PAID 1 Fyll entities. Has 238 employees. Chairman, C.E.O. & President:
endar | 1Q 2Q 3Q 4Q {Year| Total Dabt $134.5 mil, Duein 5 Yrs. NA | Dian C. Taylor. Address: 664 Churchmans Rd., Newark, DE
2008 | 472 78 A78 a7 | 7 | pTDent¥OEIml 19702. Tel.: 302 453-6900. Internet:
2009 | 478 A78 478 487 ! .72 8 ~ap. (53% of Cap1) | Dttpi//www.artesianwater.com. wT
2010 | 87 188 88 .88 [ .75 | Leages, Uncapitalized Annual rentals NA
2011 | 89 .19 July 22, 2011
Pension Lizbility §.5 mil. in *10 vs. $.7 mill. in '08
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
IFto 40710 144 | P Stock None Pfd Div'd Paid None Dividends pius appreciation as of 6/30/2011
to Buy 7 3 24| Gommon Stock 7,665,000 shares 3 Mos. 6 Mos. 1¥n 3Yrs. 5Vrs.
to el 20 21 19 (67% of Gap'}
Hid's{G00) 2148 2180 2308 -6.62% -3.02% 1,.56% 11.47% 12.77%
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RECENT PIE Trailing: 21.3 }| RELATIVE DD 0/ f
CALIFORNIA WATER vse.cor  [W" 18,73 18.7 Geire )i 14710 3.3% il |
- High: 3 4, K 3 . . . 8 R 3 . . i
meness 3 et | (O] 7] 353 13| 155| 150) Ts| BE| BI| B 3| R3] 83 Torget Price Range
SAFETY 3 weedtot? | LEGEWDS !
—— 1.33 x Dividends p sh o 64 ||
TECHMICAL 3 Lowered tift2to sided by Inlfes! Rate P ‘
»+« - Relative Price Swrength T i @
BETA 30 (1.00 = Market) 2-for-1 splt 1/98 3 - 40 }
707476 PROJECTIONS. | appancives - ‘ e e Sty o E— N
An'l Tolal | “Btaded sreas indicate recessions A T - 2
Price  Gain  Retumn T A TTTE P 0 |
Heh 30 (80%) 1% — ] ka1 LA AT 2 TR A P T |
Low 29 {+5% 5% Wi = A ER T ‘,,'11 (o 16
insider Decisicns iy el Hglunipue oy ™ = 12
ASONBIFEMAL ., : Do R
By 4100 090 018 05w T o T
Options D 20100000 et e . T | 6
fo Selb CCO0100000 - [ S o Sertgen e % TOT. RETURN 611
Institutional Decisions ‘ C s, THS  VLARTH:
0010 00 QN | poeent 48 = L ; st - STgc:: |ggz; L
osth 85 4a 49| ghees 12 e H'HT T a7 53 [
| Hids(in) 19412 20250 21158 optattansbs e 0O g T teg LT TR CTRTEL TR AT I Sy 226 508
1995 | 1996 | 1987 [ 1998 | 1999 | 2000 [ 2001 02 | 2003 | 2004 | 2005 | 2006 | 2007 {2008 [2009 |2010 [2011 (2012 | ®VALUELINE PUB, LLC|{4-16
6.58 T4 1A T38| Y98 g08| 813 867 | 818 859 872| 810 885 | 980 1082] 11.05| 11.3%| 71.80 |Revenues persh 13.40
1.04 1.25 1.46 1.30 137 126 110 132 128 142 152 1.36 186 186 1.93 193 | 225 235 ["Cash Flow” persh 245
58 75 82 13 a7 6 47 63 61 73 T4 87 15 45 98 81 1.00 |  1.10 |Earnings persh A 1.35
Kl 52 753 js KL ES 56 L 55 o7 o7 58 50 £ ST 6U .62 .64 |Div'd Decl'd per shEw 70
1.09 141 130 137 1.72 123 204) 208i 219 1871 201 214 1841 241 2.66 2871 305 3.00{Cap'l Spending per sh 110
5.88 6.11 650 683 6.7 G45| 648 6.56 722| B3| 780 907 825 972 1013 1045} 10.60 10.95 [Book Value persh © 12.35
2608 2524 2524 | 2524 2587| 3029) 30.36| 3038 | 3386 | 3673 ¢ 36.78 [ 4131 ] 41.33 | 4145 | 4153 4167 [ 4400] 45.60 [Common Shs Ouist'a © | 4850
137 119 126 178 178 186 271 128 2241 20.1 248 292 261 198 197 20,3 | Bold fiyhres ara | Avg Ann'l PIE Ratio 200
92 15 13 83 1M 1.27 1.3% 108 1.26 106§ 133 1.58 1.39 1.19 1.3 1.30 Valug Line Relative PJE Ratio 135
84% | 58% | 46% | 42% | 40% | 43| 44% | 45% | 42% | 3% | 1% | 29% | 30% | 31% | 31%| 32%| P |AvgAnn]Divd Yield 2.0%
CAPITAL STRUCTURE as of 3/31/11 245.8 | 2632 | 2774 3156 3207 | 3347 | 3674 | 4103 | 4484 | 4604 500 530 |Revenues {$mill) £ 650
Total Debt $510.2 mill. Due in 5¥rs $48.8 mill 44 94| 194 20[ 272 255| N2 | 38| 405| 7| 47.0| 520 [NetProfic (Smill 63.0
[LLTT?;';;?Sf;?an-Zax,'-ml'fl:iﬂgﬁﬁz-g&';"*- 0.4% | 30.0% | 39.9% | 39.6% | 42.4% | 37.4% | 30.8% | 37.0% | 40.3% | 30.5% | 95.0% | 36.5% |Income Tax Rate 5.0%
Hon s of Capl) - | - | 103% | 32% | 3.3% | 106% | B3% | 86% | 76% 4.2% | 10.0% | 10.0% |AFUDC % toNetProfit | 10.0%
Pension Assets-12/10 $139.0 mil, 50.3% | 553% | 502% | 48.6% | 48.3% | 435% | 428% | 416% | 47.1% | 52.4% | 50.5% | 51.5% |Long-TemnDebtRatio | 50.5%
Oblig. $269.9 mill. 48.8% 1 44.0% ; 49.1% | 50.8% [ 51.1% | 55.0% | 56.6% | 5B4% | 52.8% | 47.6% ; 49.5% | 48.5% |Common Equity Ratin 49.5%
Pfd Stock Nane 40271 4539 | 4984 | 5659 5681 670.% | 6749} 6904 | 7249 9147 | 945| 1020 [Tota! Capital ($mill) 1210
Common Stock 41.752.032 she 6243 | 697.0 | 7505 | 8003 ) 8627 [ 9415 | 10102 {11124 [ 11981 [ 12943 | 1360 | 1440 {Net Plant {$mill} 1700
(. for 2-for-1 split, paid 6143/14) 53% | 58% | GB% | G1% | 63% | 52% | 59% | 1.1% | 65% | 55% | 7.0% | 5.5% |Retumon TotalCaph | 7.0%
T2%| 94% | T8% | 89% | 93% | 68% | 8.1% | 98% | 9.6% | 8.6% | 70.0% | 10.0% [Return on Shr. Equity 10.5%
MARKET CAP: $775 million {Small Cap) T2% | 95% | 78% | 90% | 93% [ 6.8% [ 8.1% | 0.8% [ 96% [ 8.6% [ 10.0% | 10.0% [Return on Com Equity 10.5%
CURRENT POSITION 2008 2010 3/31/11 NMF | 1.0% Th 21% | 21% [ 1.0% | 1.8% [ 3.8% | 38%( 30%{ 40%| 4.5% |RetainedtoComEq 5.5%
SMLL) 1H9% [ 90% | $1% | V% | V% | 86% | 7% | 6% | 60% [ 68% | 8% | 55% |AlDivds to Net Prof 54%
Cash Assels 9.9 42,3 40.9
Other 823 839 B8B.2 | BUSINESS: California Water Service Group provides regulated and  breakdown, '10: residential, 72%; business, 20%; public authorities,
Current Asssts 922 1262 1299 | nonregulaled water service lo roughly 470,200 customers in 83 4%; industrial, 4%. 10 reported depreciation rate: 2.3%. Has
Accls Payable 437 395 36.1 | communiies In California, Washington, New Mexico, and Hawail. roughly 1,127 employees, Chairman: Robert W. Foy. President &
Bﬁ?é rDue 3?? %?; gg% Main service areas: San Francisco Bay area, Sacramento Valley, CEO: Peter C. Nelson {4/11 Proxy). Inc.: Delaware. Address: 1720
Current Liab. 04 1073 7S Sa_linas \:’alley, 8an Joaquin Valley &__pan;;' of Los Angeles. Ac- North First Street, San Jose, Califormia 95112-4598, Telephane:
Fix. Chg. Cov. 430%  290%  275% quired Ric Grande Corp; West Hawaii Utiitles {9/08). Revenue 408-367-8200. Internet: www.calwatergroup.com.
ANNUAL RATES Past Past Estd'08+0| California Water Service Group and in need of significant repair, if not
cickange (persh}  10¥is,  5Y¥m.  t0"4'16 | issued a 2-for-1 stock split just a little overall replacing. The company’s cash cof-
Revenuee . 0% %% 40 | over a month ago. (All the figures in our fers are light, however, and it will proba-
Eamings 30% £5% 60% | presentation have been adjusted accord- bly need to look to outside financiers in
Dividends 1.0% 1.0% 30% |ingly). We believe that the water utility the near future to meet the costs of doing
Book Yalue 45% 55% 35% | signed off on the move in an attempt to business. It has already extended its line
Cal- | QUARTERLY REVENUES (S mile | Fun | provide a more attractive entry point for of credit to $400 million and received au-
endar [Mar.31 Jun30 Sep.30 Dec.3| Year | investors and bring in some much-needed thorization to issue ancother 15 million or
2008 | 728 1056 4317 1001 | 4103 funds (see below for greater details), so shares from the hoard of directors in
2009 | 866 1167 1392 1089 | 4494 Split-adjusted first-quarter results case it needs to increase appropriations
2010 | 903 1183 {463 1055 | 4604 | were as anticipated .,. The company going forward.
2011 | 981 1269 160 115 | 500 | reported share net of $0.05, mirroring the Most investors will want to look else-
2012 (103 132 470 125 | 830 § year-before performance. Although sales where. CWT shares are neutrally ranked
Cal- EARNINGS PER SHARE ~ Full | continued to benefit from a complementary for the year ahead, and do not stand out
endar [Mar31 Jun30 Sep.30 Dec.31| Yeart regulatory environment, the rising costs of for 3- to 5-year price appreciation poten-
2008 )| 2 5 107 951 doing business offset these gains. tial, either as we do not think that earn-
200 06 29 4 6 98 but we have revised our es- ings growth will be able to keep pace with
2010 85 25 49 12 A timates downward, nonetheless. Oper- the accelerating costs of doing business.
2011 (05 .28 B4 15| 1.00] ating costs are expected to remain on the Although the income component is attrac-
012 | 08 .27 38 47 | 110} rise, and additional share and/or debt issu- tive at first blush, the capital require-
Cal- | QUARTERLY DIVICENDSPAIDEw | gyt [ ance is likely in the cards, They will have ments we envision persisting will likely
endar {Mar31 Jun.30 Sep.3@ Dec.d1| Year| a dilutive effect on earnings, and we now bring the dividend yield back to a rnore
2007 | 145 145 145 145 58| look for a share gain of $1.00 this year. reasonable level further out. Therefore, we
2008 | 447 47 147 47 58| Financial constraints are not likely to believe that there are much better income-
2008 | 148 148 148 148 59| subside, either. The aforementioned fi- producing offerings to choose from in the
2010 | 149 148 149 148 -B0 | nancial maneuverings are just a Band-Aid Electric utility segment, especially on a
2011 | 154 354 on what we view as a gaping wound. Many risk-adjusted basis.
of the country’s pipelines and wells are old Andre J. Costanza July 22, 2011
(A) Basic EPS, Excl. norvecuring galn (loss): | (B) Dividends historically paid in early Feb., &C) Inct. deferred charges. in "{0: $2.2 mil, Company’s Financial Sirength B+
00, (7¢) '01, 4¢; ‘02, 8¢. Next earnings report | May, Aug,, and Nov, = Div'd reinvesiment plan | $0.11/sh. Stock’s Price Stability 90
due July 25th. available, {0} Ir: millions, adjusled for split. Price Growth Persistence 65
(E) Excludes non-rag. rev. Earnings Predictability 85

To subscribe call 1-800-833-0046.
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© VALUE LINE PUBLISHING LLC 2003 2004 2005 2006 2007 2008 2009 2010 2011 201272013
SALES PER SH 5.81 6.04 5.51 5.68 7.05 7.24 £6.93 7.65 -
“CASH FLOW" PER SH 1.89 1.91 1.62 1.52 1.90 1.5 1.93 204 | -
EARNINGS PER SH 1.16 1.18 .88 .81 1.08 1.1 119 1.13 1.3448 1.375/NA
DIV'DS BECL'D PER SH .83 .84 .88 86 .87 .88 .90 .82 -
CAP'L SPENDING PER SH 1.49 1.58 1.96 1.96 2.24 2.44 3.28 3.08 -
BOOK VALUE PER SH 10.46 10.84 11.52 11.60 11.85 12.23 12.67 13.05 -~
COMMON $HS OUTST'G {MILL) 7.97 8.04 817 B8.27 8.38 8.46 8.567 8.68 —
AVG ANN'L P/E RATIO 23.6 229 28.6 29.0 23.0 22.2 18.4 20.7 19.1 18.7/NA
RELATIVE P/E RATIO 1.34 .21 1.51 1.57 1.22 .34 1.22 1.32 -
AvG ANN'L DIV'D YIELD 3.0% 3.1% 3.4% 3.6% 3.6% 3.6% 4.1% 3.9% -~
SALES ($MILL) 471 48.5 47.5 46.9 59.0 61.3 594 G6.4 - Bold figures
OPERATING MARGIN 52.1% 51.0% 48.3% 43.7% 40.8% 49.0% 35.8% 40.7% - are consensus
DEFRECIATION ($MILL} 5.9 6.0 6.1 5.9 7.2 741 6.4 7.8 - earnings
NET PROFIT {($MILL) 9.2 9.4 7.2 8.7 8.8 9.4 10.2 9.8 - estimates
INGOME TAX RATE 17.9% 22.9% - 23.5% 32.4% 27.2% 19.5% 35.2% - and, vsing the
NET PROFIT MARGIN 19.5% 19.4% 16.1% 14.3% 14.9% 15.4% 17.2% 14.8% - recent prices,
WORKING CAP'L ($MILL) d3.9 o.7 13.0 1.2 8.1 d3.3 d13.1 d14.7 - P/E ratios.
LONG-TERM DEBT {$MIELL) 64.8 66.4 774 713 92.3 92.2 112.0 111.7 -
SHR. EQUITY [$MILL) 84.2 88.7 94.8 96.7 100.9 104.2 109.3 114.0 -
RETURN ON TOTAL CAP'L 7.5% 7.0% 5.0% 4.8% 5.5% 5.9% 5.5% 5.4% -
RETURN ON SHR. EQUITY 10.9% 10.6% 7.5% 65.9% 8.7% 9.0% 9.3% B.6% -
RETAINED TO COM EQ 3.2% 3.1% A% NMF 1.6% 1.9% 23% 1.6% -
ALL DIV'DS TO NET PROF 71% 71% 95% 105% 82% 79% 76% B1% -
ANo, of analysls changing sam. est, in fas! § days: 0 up, 0 down, consensus S-year eamings growlh 4.0% per year, ®Based upon & analysis estimales. Based upor § analysls’ estimales.
ANNUAL RATES ASSETS {smill} 008 2010 UMM INDUSTRY: Water Utility
of change (per share) 5Yrs. 1YL | Cash Assels 5.4 10 1.2
Sales 4~0::§ 19-5::’; Recaivables 65 104 154 | BUSINESS: Connecticut Water Service, Inc. primarily
E(;:nsiru;gﬂw ?gﬁf: gg#’: {c")'t‘f“mﬁ' {Avg cost) ':‘(13 ;g ;i operates as a water utility provider. The company operates
Dividends 1.5% 2.0% Cu;erm Assels -“20—'0- -2—0-'-; b7 '2 through three segments: Water Activities, Real Estate Trans-
Book Value 3.0% 3.0% : : ' actions, and Services and Rentals. The Water Activities
Fiscal | QUARTERLY SALES ($mill) | Full § Property, Plant segment supplies pul?llc drinking water to its customers. ¥ts
Year | 1Q 20 1 4 |Yearj , & qup. at _cot;i *};gg *11;;-2 -- | Real Estate Transactions segment invoives in the sale of iis
ceum Depreciation . . -- FI) x : -
123109 134 152 166 142 |58.4 Net Properly 262 a2  asna | limited excess real estate holdings, The Services and Rent-
1oaiial 138 459 210 157 |BBA] Other 701 50.5 555 | als segment provides contracted services to water and
123114} 175 Total Assels 4153 4252 427.0 | wastewater utilities and other clients, as well as leases
1213112 ] certain properties to third parties. This segment's services
Fiscal EARNINGS PER SHARE | Full kﬁg'ﬁ;‘;g{fm“” 65 - 4 | include contract operations of water and wastewater facili-
Year | 1Q 20 30 4Q  [Year! pent pue 250 %63 263 | ties; Linebacker, its service line protection plan for public
123108 20 .35 14 20 |4.41 | Other 1,6 2.2 3.2 | drinking water customers; and provision of bulk deliveries
123108 43 27 57 A2 11.19 ] Curment Liab 334 35.1 34.1 | of emergency drinking water to businesses and residences
12/3118f 12 27 .54 20 (113 via tanker truck. In April, Connecticut Water Service com-
12311 28 .36 48 .23 . pleted the acquisition of the Green Springs Water Company
12312 LO:?;E%TI%EBT AND EQUITY in Madison, Connecticut. Has 204 employees. Chairman,
Gal- | QUARTERLY DIVIDENDS PAID | Full C.E.Q. & President; Eric W. Thornburg. Inc.: CT, Address:
endar | iQ 2Q 3Q 4Q  |Year; Total Debt $137.8 mill Duein5¥rs. NA | 93 West Main Streef, Clinton, CT 06413. Tel.: (860)
2006 | 218 218 222 222 | g | LTDeDSUASML 669-8636. Internet: hitp://www.ctwater.com.
2009 | 222 222 228 228 | 90 9 ap. (45% of Capl) W.T.
2010 228 228 233 233 | 92 [t pases, Uncapitalized Annual rentals NA
201t | 233 23 »neap July 22, 2011
Pensicn Liability $16.7 mill. in '10 vs. $14.9 mill, in '08
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
Q1o 4Q'10 1Q14 | Pid Stock $.3 mil. Pfd Div'd Paid NMF Dividends plus appreciation as of 632011
ommon Stos h ) shares 05. 0S5, T. rs. TS.
fo Buy 2 a7 25| Sommon Stock 8705000 sh M &M 1Y 3V 5V
to Sell pal 18 14 (51% of Cap')
Hig's{000} 2747 2784 2769 -2.02% -6.54% 26.42% 28.45% 32.06%
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© VALUE LINE PUBLISHING LLC 2003 2004 2005 2006 2007 2008 2009 2010 2011 201272013
SALES PER S5H 6.12 6.25 6.44 6.16 6.50 6.79 6.756 6.60 -
“CASH FLOW" PER SH 1.15 1.28 1.33 1.33 1.48 1.53 140 1.55 -
EARNINGS PER SH .61 .73 .71 .82 .87 .BY 72 96 ggaB 1.04S/NA
DIV'DS DECL'D PER 8H .85 .66 .67 .68 .89 .70 71 72 -
CAP'L SPENDING PER SH 1.87 2.54 2,18 2,31 1.66 2.12 1.49 1.90 -
BOOK VALUE PER §H 7.60 8.02 8.26 9.52 10.05 10.03 10.33 11.13 -
COMMON SHS QUTST'G [MILL) 10.48 11.36 91.68 13.17 13.25 13.40 13.52 15.67 -
AVG ANN'L PJE RATIO 30.0 26.4 274 22.7 218 19.8 21.0 17.8 19.2 18.1/NA
RELATIVE P/E RATIO 1.71 1.38 1.45 1.23 1.15 1.19 1.40 114 -
AVG ANN'L DIV'D YIELD 3.5% 3.4% 3.5% 3.7% 3.7% 4.0% 4.7% 4.2% -
SALES ($MILL) 64.1 7.0 74.6 B1.1 86.1 91.0 91.2 102.7 - Bold figures
DOPERATING MARGIN 44.0% 44 4% 44.4% 47.4% 47.0% 46.9% 42.6% 46.7% - are consensus
DEPREGIATION {$MILL) 5.6 64 7.2 7.8 B.2 8.5 9.2 10.0 - earnings
NET PROFIT ($MILL) 6.6 8.4 8.6 10.0 1.8 12,2 10.0 14.3 - astimates
INCOME TAX RATE 32.8% 31.1% 27 6% 33.4% 32.6% 33.2% 34.1% 32.1% - and, using the
NET PROFIT MARGIN 10.3% 11.9% 11.4% 12.4% 13.8% 13.4% 10.9% 13.9% - recent prices,
WORKING CAP'L {$MILL) d13.3 di1.8 d4.5 2.8 d8.6 dd0.9 d38.6 d17.9 - P/E rativs.
LONG-TERM DEBT ($MILL) 97.4 1153 i28.2 130.7 131.6 118.2 124.9 133.8 -
SHR. EQUITY ($MiLL) 83.7 99.2 103.6 133.3 137.1 141.2 143.0 176.8 —
RETURN ON TOTAL CAP'L 5.0% 5.1% 5.0% 51% 5.6% 5.8% 5.0% 5.7% -
RETURN ON SHR. EQUITY 7.9% 8.5% 8.2% 7.5% 8.6% 8.6% 7.0% 8.1% =
RETAINED TO COM EQ NMF 8% 6% 1.3% 1.8% 2.0% % 2.1% -
ALL DIV'DS TO NET PROF 106% 90% 94% 84% 79% 78% 98% 75% -
ANo. of analysts changing eam, est. in fast § days: & up, 0 down, consensus S-year eamings grewth 3.0% per year, B850 upon 3 anaiysts' estimates. ©Based upon 3 analysis’ estimates.
ANNUAL RATES ASSETS {$mill) 008 2010 33U INDUSTRY: Water Utility
of change {per share) 5 Yrs. 1YL | Cash Assels 43 25 33
Sales 1.5% -20% | Receivables 06 167 145 | BUSINESS: Middlesex Water Company engages in the
E‘;f;*;;.j"“’ 3:3.?2 ;‘Sg:g g‘:’lfe’:m’y {Avg cast) ;g 33 :g ownership and operation of regulated water utility systems
Dividends 1.5% 18% [ oo Aceals —22“'0 -5?'5 7'4 in New Jersey and Delaware, and a regulated wastewater -
Book Value 5.5% 8.0% " " © | utility in NJ. The company offers contract operations
Fiscal { QUARTERLY SALES {$mill} | Full | Property, Plant services and a service line maintenance program through its
Year | 10 2Q 0 40 lvear| & Equip, at cost 4536 4006 -+ | nonregulated subsidiary, Utility Service Affiliates, Inc. Its
12309 206 281 255 920 |91z ﬁ'é?”p“?aﬂiﬁ{f”a“"“ qis 4060 497 water utility system Ireafs, stores, and distributes water for
123110| 218 265 296 250 |102.7| Other 596 605 589 | residential, commercial, industrial, and fire prevention pur-
123111 2.0 Tolal Assets 4584 4802 490.0 | poses. The New Jersey subsidiaries provide water services
12/31/12 . to approximately 60,000 retail customers, primarily in
Fiscal EARNINGS PER SHARE | Ful kﬁi“#:;‘:bslelsm"’-) i3 64 5, | castern Middlesex County, New Jersey and provides water
Year 10Q 20 3Q 4Q | Year| nentpue 466 214 o5 o | under wholesale contracts. It also provides water treatment
433108| 15 28 35 13 | .88 | Other 98 _129 143 | and pumping services to the Township of East Brunswick,
1108 .10 21 29 42 | .72 | Curent Liab 60.7 407 41.7 | New Jersey under contract. Middlesex Water's Delaware
123110 11 A ar A7 | 96 subsidiaries provide water services to approximately 34,000
1223111 A7 .28 .36 .18 retail customers for domestic, commercial and fire protec-
12131112 LO:‘G'EE':‘%EBT AND EQUITY tion purposes in New Castle, Kent, and Sussex counties.
cal- | QUARTERLY DIVIDENDS PAID | Full 5o Has 292 employees. Chairman, C.E.Q. & President; Dennis
endar | 1Q 26 3@ 4Q | Yeer Total Debt $155.3 mill Due in 5 Yrs. NA | W. Doll. Address: 1500 Ronson Rd, P.O. BOX 1500, Iselin,
008 { 76 175 75 478 | .70 ﬁ\lﬂ%?;:*g:p“ T s NA NF 08830,  Tel: 732-634-1500.  Internet;
ggﬁlg .11788 .11788 .117;8 :‘1383 ;; (43% of Capy | hitp://www.middlesexwater.com. W.T.
011 | 183 .83 Leases, Uncapitalized Annual rentals NA July 22, 2011
Pension Liability $28.6 mill. in '10 vs, $25.7 mill. in '03
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
QM0 400 1Qr41 | Pid Stock $3.4 mill, Pfd Div'd Paid 5.2 mill. Dividends pius appreciation as of &/30/2011
o Buy 0 39 25 (1% of Cap')
3 Mos. 6 Mos. 1Yn 3 Yrs. 5 Yrs.
fo Sel 2 2 25 | Gommen Stock 15,597,000 shares
Hid's000) 5930 8031 6200 (56% of Capl) | 3.14% 3.24% 22.05% 27.42% 19.09%
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19951 1996 | 1997|1998 [ 1999 | 2000 { 2001 [ 2002 | 2003 (2004 [ 2005 [2006 [2007 |2008 | 2009 (2010 ;2011 {2012 | ©VALUELINEPUB. LLC [14-16
4991 53¢| 579 558 4840 6.74 7451 787 820 9.14 986 | 1035 1126 | 1212 1168 1182 | 1180 11.90 |Revenues persh 12.00
98 143 127 1.26 143 1.3 148 ) 155 175 189 | 221 238 | 230 | 244 .21 237 2451 250 |"Cash Flow" persh 2.60
59 96 80 76 87 58 ki) 78 91 87 142 1197 104 1.08 .81 84 80| 1.00 |Earnings persh & 1.25
35 37 A8 .39 A0 4% 43 48 49 .51 .53 57 .61 65 66 68 69 .74 | Div'd Decl'd per sh B 82
96 106 127 1.81 177 189 283 206 a4y 23 283 387 | 6827 378 37| 585 510 475 [Cap'l Spending per sh 4,30
5.58 6.31 102| 7h3; 788 780| 847 BAD| 9411 1011 | 1072 | 1248 | 1280 1389 | 1366| 1375! 13.85| 1475 |Book Value persh 13.80
1950 1902 19.02| 1901 1827 | 18.27| 1827 | 1827 | 18271 1827 | 1827 | 1828 | 1835 ( 1818 | 1B50| 1855| 4.50| 2100 |Common ShsOQutst'g © | 25.00
29 6.8 1121 131 15.5) 3341 18.5 1713 154 195 197 235 334 262 287 295 | Bord Aggres are |Avg Ann'l PIE Ratio 250
6 43 .65 68 B8 215 A5 94 88 1.04 1.06 1.27 177 1.58 1.81 189 ValualLine Relative P(E Ratio 1.65
BO% | 57%) 43%] 39% | 30% | 24% | 30% | 34% | 35% | 3.0% | 24% | 20% | 7% | 23% | 28% | 28% sstiriatas Avg Ann'l Div'd Yield 25%
CAPITAL STRUCTURE as of 3/31/11 136.1 | 1457 | 149.7 1669 | 1801 | 188.2 | 2066 | 2203 | 2161 | 2158 230 250 {Revenues ($milf) 08
Total Debt $307.7 mill. Due in 5 Yrs $19.3 mill 40| t42{ 167] 160] 2071 222 193] 202| 152 158| 70| 220 |NetProfit {$mill) 0.0
LT Deht $205.4 mil. LT inferest $17. mill. 5% | 404% | 36.2% | 42.1% | 41.6% | 40.8% | 39.4% | 395% | 404% | 39.7% | 40.0% | 40.0% [Income Tax Rate 39.0%
[LT inferest earned: 1.4x: lotal interest 5 . " " o . M " "
cavorage: 1.2x) (54% of Capt) |_44% | 42% | 16% | 24% | 16% | 2% | 27% | 23% | 20%| 36% | 50%| 50% AFUDG%loNetProfit | 50%
424% | 417% | 456% | 43.7% | 426% | 41.8% | 47.1% | 46.0% | 49.4% | 53.7% | 56.0% | 52.5% [Long-Term Debt Ratio 48.5%
Leases, Uncapitalized: Annual rentals $4.2 mill. 57.6% | 58.3% | 54.4% | 56.3% | 57.4% | 58.2% | 52.3% | 54.0% | 50.8% | 46.3% | 44.0% [ 46.5% |Common Equity Ratio 51.5%
" . 2504 | 2635 306.0 | 3283 | 3412} 3918 | 4532 [ 4709 | 499.6 | 5507 615 670 [Total Capital (§mill} 900
Pension Assets-1210 %?{ﬁ m!s!jéa 8 mil 367.8 | 3008 | 4285 | 4568 | 4848 | 5417 | 6455 | 6842 | 7185 | 7855 | 850 | 905 |Met Plant (Smil) 1100
Pd Stock None. 9 3RS 67% | 6.9% | 69% | 65% | 76% | 7.0% | 57% | 58% | 44% | 42%| 40%| 45% [RetunonTotalCapl | 45%
94% | 0% [100% ] ern [106% | @7% | 8.2% [ 8.0% | 60% ] 61% | 65% [ 7.0% [Return on Shr. Equity 6.5%
Common Stock 18,677,012 shs. 94% ; 9.3% [ 10.0% | 87% |1108% | 9.7% | 8.2% | 8.0% | 60% | 6.1%| 65% | 7.0% [ReturnonCom Equity 6.5%
as of 4121111 41% ] 8% | 47% | 36% | 56% | 52% | 35% | 33% | 12% | 1.2% [ 15% | 20% [Retelnedto ComEqg 2.0%
MARKET CAP: £450 million (Small Gap} 56% 3 59% | 3% | 58% | 47 | d6% | 5T% | 50% | 80% | 81% | 75% | 74% [ANDivids toNetPref 66%
Cu%ﬁﬁ_‘; POSITION 2009 w10 s BUSINESS: SJW Corparation engages in the production, pur- Austin, Texas. The company offers nonregulated water-related
Cash Asseis 1.4 1.7 2.3 | chase, storage, purification, dislibution, and retail sale of water. It-  services, including waler system cperalions, cash remittances, and
Cther 266 363 _ 368 | provides water service 1o approximately 226,000 connections that  mainienance contract services. SJW also owns and operates con-
Current Assels 8.0 38.0 39.11 serve a population of approximately ane milkion peaple in the San  merciaf real estale investments, Has 375 employees. Chaiman:
Bg%gts[? Lfg‘ame gg g? 182 Jose area and 8,700 connections that serve approximately 38,000  Charies J. Toeniskaeller, Inc.: GA. Address: 110 W. Taylor Street,
Cther 185 186 17.9 | residenis In a service area in the region between San Antonlo and  San Jose, CA 85110. Tel.: (408) 279-7800. Intwww.sjwater.com.
Current Liab. 320 282 41| The costs of doing business continue nounced the sale of $50 million in senior
Fix. Chg. Gov. 382% 400% 250% | ¢ grow faster than revenues at SJW notes, and similar offerings are likely on
ANNUAL RATES  Past Past Est'd'08'10| Corp. Although the top line advanced a the horizon. We believe that management
fcange fpersh) 0¥, SYE, WU | healthy 4% in the first quarter, the water will try to maintain a 50/50 debt-to-equity
“Cash Flow" 60% 3% 20% | uatility posted a 40% dip in share earnings. ratio, so share issuances are probably next
Earnings 20% -15%  55% | Operating expenses remained on the up- on the agenda.
gg’éld(e\?gﬁe g-g:ﬁ gg;{? gg;’j swing, as did interest expense, both of Investors have better choices avail-
s 7 | which tempered profit margins. able elsewhere. The stock has pgained
Cal- | QUARTERLY REVENUES (§mit) | Full | We see much of the same heading for- some momentum since our April review
endar |Mar3f Jun, 30 Sep.30 Dec.31) Year| wward, True, a majority of SJW's business and lacks growth potential of any sort in
2008 ¢ 413 600 895 495 | 203 is done in California, and ought to contin- our opinion. Indeed, it is untimely for the
2009 1 400 582 993 486 | 2064 ye to benefit from an improving regulatory upcoming six to 12 months and does not
2010 3 404 841 708 08 | 2158 cjimate in the Golden State. However, stand out for appreciation potential out to
2011+ 437 580 ggg ggg g‘;g SJW, as is the case with the entire indus- mid-decade, either. Rising infrastructure
012 | 470 630 : : try, has a great financial burden on its costs and a lack of cash on hand to fund
Cal EARNINGS PER SHARE A Full | shoulders, given the poor condition of future improvements are problems that we
endar | Mar.31 Jun. 30 Sep. 30 Dec.31| Year| many of its pipelines and water systems. just do not envision abating. The dividend
2008 | 15 34 44 16 | 108| Maintenance costs are on the rise ‘and do yield is solid, but the aforementioned fi-
2009 ¢ 00 23 4 M Bl not appear to be ready to slow down. nancial concerns raise a red flag about the
gg}? gg g’é 2: 3; gg Meanwhile, the company is essentialiy sustainability of tlhe current payout ratio.
wi2 | 05 29 51 45 | 100 cash poor and, with far less cash flow than Even if the dividend yield remains in
: : : : - budgeted expenditures, it will have to con- place, there are better alternatives to be
Cal- { OQUARTERLYDIVDENDSPAID®x | Full | tinuing funding the improvements via out- had elsewhere. SJW daes not have enough
endar [Mar31 Jun30 Sep30 Dec.t| Year | oide financing. The added interest expense cash on hand to take advantage of the
200745 5 15 15 B0 | and additional shares required to meet the massive consolidation trend sweeping the
2008 + .16 16 16 .16 84| requirements we envision will probably industry and is unable to bolster its exist-
2008 : .65 165 165 165 | B8 peep share-met prowth modest at best this ing business by making acquisitions.
§312 1;3 :;’5 A B8 year and thereafter. SJW recently an- Andre . Costanza July 22, 2011
[A) Diluled earnings. Excludas nonresurring | add due fo rounding, . (€} i millions, Company's Financial Strength B+
tosses : '03, $1.97; '04, $3.78; '05, $1.09; '06, § (B} Dividends historically paid in early March, Stock's Price Stability 0
$16.36; '08, $1.22; 10, 46¢. Mext eamings { June, September, and December. » Div'd rein- Price Growth Persistence 85
report due late Oct. Quarerly egs. may not } vestment plan available. Earnings Prediciability
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13.49 14.03 17.87 29.99 18.55 16.50 17.95 18.00 17.72 Righ
- 9.33 11.00 11.67 15.33 16.45 6.23 9.74 i2.83 15.81 Low
PERFORMANCE 3 Average LEGENDS
3 [ — 12 os Mov Avg. deplealbid oo 18
i rice Stren ik A Ll g
Technical 2;.:;:@ -Fnr- ; SEF{“ g fgg g N w, P [ (EEas 13
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SAFETY 2 Average 11 Sha‘}:darsaglmdma!es.recessfon LI B IR, ;
‘BETA .70 {1.00 = Market} S .
ol s e 5
= I+ » 4
Financial Strength Bt b 3
Price Stability 90 2
Price Growth Persistence 60
s -1 630
Earnings Predictabillty 100 - ' — T i mEinS VoL
e e o T O T L o IO e TG Dl TR [ thous}
@ VALUE LINE PUBLISHING LLC 2003 2004 2005 2008 2007 2008 2009 2010 2011 20122013
REVENUES PER SH 2,17 2,18 2.58 2.58 279 2.89 2495 3.07 - R
"CASH FLOW" PER SH .85 .65 79 77 .86 .88 .85 1.07 - .
EARNINGS PER SH 47 49 .56 .58 57 87 .64 71 A8 BOC/NA
DIV'D DECL'D PER SH 37 .30 42 45 A8 49 31 .52 - )
CAP'L SPENDING PER SH 1.07 2,50 1.69 1.85 1.69 217 1.18 .83 -
BOOK VALUE PER SH 4.06 4.65 4.85 5.84 §.97 6.14 6.92 7.19 -
COMMON SHS OUTST'G (MILL) 9.63 10.33 10.40 11.20 11.27 11.37 12.56 12.69 -
AVG ANN'L PIE RATIO 24.5 25.7 26.3 31.2 30.3 24.6 21,9 207 22,8 21.T/NA
RELATIVE PIE RATIO 1.40 1.36 1.39 1.68 1.61 1.48 1.46 1.32 -
AVG ANN’L DIV'D YIELD 3.2% 3.1% 2.9% 2.5% 2.8% 3.5% 3.6% 3.56% -
REVENUES ($MILL} 20.9 225 26.8 287 314 32.8 37.0 39.0 - Bald figures
NET PROFIT ($MILL} 4.4 4.8 6.8 6.1 5.4 6.4 7.5 8.9 - are consensus
INGOME TAX. RATE 34.8% 36.7% 36.7% 34.4% 36.5% 36.1% 37.9% 38.5% - earnings
AFUDC % TO NET PROAIT - - - 7.2% 3.6% 10.1% - 1.2% -~ estimates
LONG-TERM DEBT RATIQ 43.4% 42.5% 44,1% 48.3% 46.5% 54.5% 45.7% 48.3% - and, using the
COMMON EQLITY RATIO 56.6% 57.5% 55.8% 51.7% 53.5% 45.5% 54.3% 51.7% - recent prices,
TOTAL CAPITAL ($MILL) 62.0 B3.6 90.3 126.5 125.7 153.4 160.1 176.4 - P/E ratios.
NET PLANT ($MILL) 116.5 140.0 155.3 174.4 191.6 2114 222.0 2254 -
RETURN ON TOTAL CAP'L 8.5% 7.6% 8.4% 6.2% 6.7% 5.7% 6.2% 6.5% -
RETURN ON SHR. EQUITY 11.4% 10.0% 11.6% 9.3% 9.5% 8.2% 8.6% 9.8% -
RETURN ON COM EQUITY 11.4% 10.0% 11.6% 3.3% 9.5% 9,2% 8.6% 3.8% d
RETAINED TO COM EQ 2.6% 2.1% 3.0% 2.2% 7% 1.4% 1.9% 2.7% -
ALL DIV'DS TO NET PROF 7% 78% 74% 77% 82% 85% 78% 72% -
ANo, of analysts changing eam. esl. in fast 9 days: © up, 0 down, consensus S-year earnings growth 6.0% per vear. BBased upon 4 analysls’ esfimales. CBased upon 4 analysls’ estimales.
ANNUAL RATES ASSETS {¢mill) 009 2010 A INDUSTRY: Water Utility
of change {per shara) 5 Yrs. 1Y | Cash Assels 0 13 27
Revenues ?gz’}’ 1;-3;"'" Recaivables 5.4 6.3 57 | BUSINESS: The York Water Company engages in the
E(;f:irl:;;"w 50 110 gi"'z‘r““y {Avg cost) 1-; -g 1"1" impounding, purification, and distribution of water in York
Dividends 5.0% 20% | ot aceste 21 Tas i County and Adams County, Pennsylvania. The company
Bock Value B.5% 4.0% : ) © | supplies water for residential, commercial, industrial, and
Fiscal | QUARTERLY SALES {Smill} | Fu | Propery, Plant othfer customers. It has two TESErvoirs, Lake Williams,
Year | 10 20 1q 4Q_|Year| , 4 qulP. at F?.Sl Zgg-i 232.2 -+ | which is 700 feet long and 58 feet high, and creates a
Ceum Depregiation B " - = . 1y « .
jy3i08] 88 92 98 B2 |37.0| Net Propery 2220 284 2089 | Feservoir covering approximately 165 actes containing
4230l 8.0 97 105 98 1390/ Other 197 227 227 | about 870 million gallons of waler; and Lake Redman,
1213111 98 Total Assets 2488 2508 261,7 | which is 1,000 feet long and 52 feet high and creates a
123112 . teservoir covering approximately 290 acres confaining
Flecal EARNINGS PER SHARE eull kﬁi"#gﬁ;émmv] . .2 4 about 1.3 billion gallons of water. In addition, it possesses a
Year | 1@ 2@ 3Q 4Q | Year| pnewt puo 93 o 'y | 15-mile pipeline from the Susquehanna River to Lake
PR T 13 15 18 | 57 | Other 39 4.1 42 | Redman that provides access to an additional supply of
12/31/00] .13 A7 48 16 | .64 | Current Liab 14.6 3 54 | water. As of December 31, 2010, York Water served
123110 15 RE: 21 A7 | .A approximately 182,000 residential, commercial, industrial,
123111 A7 2000 .22 .18 and other customers in 39 municipalities in York County
1231112 LO;‘S;E%E’:‘{%EBT AND EQUITY and seven municipalities in Adams County. Has 110 em-
Cal- | QUARTERLY DIVIDENDS PAID | Fuli ployees. CE.Q. & President: Jeffrey R. Hines. Inc.: PA.
endar | 1Q 20 30 4Q  |Year| Torai Debt $85.2 mill. Duein5¥rs. NA | Address: 130 East Market Street, York, PA 17401, Tel.:
LT Debt $85.0 mill, - - :
2008 | 125 21 20 A2 A8 ding Cap, Leases NA (717) 845-3601. Internet: http:/fwww.yorkwater.com.
2009 | 126 126 126 126 | 50 (48% of Canl) W.T.
2010 1 28 128 428 A28 | 51 | |eases, Uncapitalized Anaual rentals NA
2011 1 48 AM AN July 22, 201!
Penslon Liabitity $9.8 mill. in 10 vs. $8.8 mill. in '09
INSTITUTIONAL DECISIONS TOTAL SHAREHOLDER RETURN
Q16 40%40 1g'41 ] Pid Stock None Pid Div'd Paid None Dividends plus appreciatian &5 of 6/30/2011
to Buy z % 20 Common Stock 12,715,000 shares 3 Mos. 6 Mos. 1Yr. 3 Yrs. 5 Yrs.
to Sell 18 16 21 (52% af CapT)
Hid's{000} 30718 3107 3080 -4.19% -2.78% 20.21% 26.05% 21.95%
©2011 Value tine Publishing LLC. All rights reserved, Factual matenial is oblasined fiom sources believed Lo be relisble and is ided without waranties of any kind.
THE PUBLISHER 15 NOT RESPOSIELE FOR ANY ERRORS OR OHISSIONS HEREI, Th%}ubncaua'n A e ensetgine iy el To subscribe call 1-800-833-0046.
of it may be reproduced, resold, stoved of vansmitled in any pricked, eleclronic of other form, or used for generating or marketing any printed or eleciranic publication, sendte or product
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Company

Amer. States Water
Amer. Water Works

Aqua America

Artesian Res Corp
California Water
Conn. Water Services
Middlesex Water

SJW Corp.

York Water Co

Calculation of Long-Run Average Return

CAP-M ANALYSIS

Summary of

Decile

Ticker
AWR
AWK
WTR
ARTNA
CWT
CTWS
MSEX
SIW
YORW

Maximum
Minimum
Average

Growth
Rate

O W oo YN R W N

ot

Average

9.1
10.5
10.9
10.8
114
11.4
11.4
11.6
11.7
13.3

11.2

Exhbit DHC-9

0.75
0.65
0.65
0.60
0.70
0.80
0.75
0.90
0.70

0.90
0.60
0.72

Page 1 of 2




Exhbit DHC-9
Page 2 of 2

CAP-M ANALYSIS

Calculation of CAP-M Cost of Equity

B 0.7222
R, 0.1120
R; 0.0500

R.-R; 0.0620
(R,-R)p  0.0448

Rf + {[R,- RIP) 0.0948
9.48%

Sources:

B
Exhibit DHC-7

Rm
Ibbotson SBBI 2011 Classic Yearbook: Market Results for
Stock, Bonds, Bills, and Inflation, 1926-2010

R¢
Exhibit DHC-12
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Exhibit DHC-11
Page 1 of 1

Treasury Notes vs. AAA Corporate Bonds
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AAA Corporate Bonds

10-Treasury Notes

Federal Reserve Statistical Release H. 15



7 & BLUE CHIP FINANCIAL FORECASTS W AUGUST 1,2011 |

---History :
—wme--Average For Week Ending------  ---- Average For Month——-  Latest Q
Inteyest Rates Tuly22 JulylS July8 Julyi May Apr. 202011
Federal Funds Rate 0.06 0.07 0.08 0.08 0.09 0.10 0.09
Prime Rate 325 3.25 3.25 3.25 3.25 3.25 3.25
LIBOR, 3-mo. 0.25 0.25 0.25 0.25 0.26 0.28 0.28
Commercial Paper, 1-mo. .09 0.0 0.10 0.08 0.11 0.14 0.12
Treasury bill, 3-mo. 0.02 0.02 0.02 0.02 0.04 0.06 0.05
Treasury bill, 6-mo. 0.06 0.06 0.07 0.10 0.09 0.12 0.10
Treasury bill, 1 yr. 0.16 0.16 0.19 015 0.19 0.25 0.21
Treasury note, 2 yr. 0.38 0.37 0.44 0.46 0.56 0.73 0.57
Treasury note, 5 yr. 147 148 1.67 1.67 1.84 217 1.86
Treasury note, 10 yr. 2.95 2.94 3.12 311 3.17 3.46 3.21
Treasury note, 30 yr. 425 421 435 4.36 4.20 4,50 434
Corporate Aaa bond 491 4.89 5.07 5.11 4.96 5.16 5.04
Corporate Baa bond 5.74 5.71 5.84 5.88 5.78 6.02 5.85
State & Local bonds 4.46 451 4.65 4.59 4.59 4.99 4.70
Home mortgage rate 4,52 451 4.60 4.5] 4.64 4.84 4.66
History

3Q 4Q 1Q 20 4Q 1Q 20*
Key Agsumptions 2009 2009 2010 2010 2011 2011 2011
Major Currency Index 76.4 728 . 7438 71.6 73.0 71.9 69.8
Real GDP 1.6 5.0 3.7 1.7 3.1 1.9 1.8
GDP Price Index 0.7 -0.2 1.0 1.9 0.4 2.0 23
Consumer Price Index 3.7 2.7 1.3 -0.5 2.6 52 4.1

Hxhibit DHC-12
Page 1 0of 1

Consensus Forecasts-Of U.S. Interest Rates And Key Assumptions’

Consensus Forecasts-Quarterly Avg.
30 4Q 1Q 2Q 3Q 4Q

LUl Bl V=2 V= =5 ===

01 02 03 04 07 11
33 33 33 34 38 41
03° 04 05 07 10 13
02¢ 02 03 65 095 12
61 01 03 04 08 11
01 02 064 06 05 13
92 ¢4 05 08 11 15
0.5 07 10 13 16 20
1.7 20 22 24 27 29
31 33 35 37 39 41
43 45 46 47 49 5.0
50 51 52 53 55 56
58 59 61 62 63 65
46 47 48 50 51 52
46 48 50 52 54 56
Consensus Forecasts-Quarterly
30 4Q 1Q 20 3Q 4Q
2011 2011 2012 2012 2012 2012

69.8 700 704 709 713 715
29 31 28 30 31 32
19 17 20 20 20 2.0
21 21 23 22 23 23

Forecasts for interest rates and the Federal Reserve’s Mzjor Currency Index represent averages for the quarter. Forecasts for Real GDP, GDP Price Index and Consumer Price

Index are seasonally-adjusted annual rates of change (szar). Individuai panel mem
Federal Reserve Release (FRSR) H.15, LIBOR quotes available from The #all St
reported on a constant maturity basis. Historical data for the Fed’s Major Carrency Index is from F.
are from the Bureau of Economic Analysis (BEA). Consumer Price Index (CPI) history is from the Departmen|

bers’ forecasts are on pages 4 through 9. Historical data for interest rates except LIBOR is from
reet Jowrnal. Interest rate definitions are the same as those in FRSR H.15. Treasury yields are
RSR H.10 and G.5. Historical data for Real GDP and GDP Chained Price Index
t of Labor’s Bureau of Labor Statistics (BLS). ). Figures for 20

2011 Real GDP and the GDP Chained Price Index are based on a special guestion asked of the panelists this month (see page 14}

5.0

U.S. Treasury Yield Curve
Week ended July 23, 2010 and *Y'sar Ago vs.
3Q 2010 and 4Q 2011 Consensus Forecasts
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Corporate Bond Spreads

As of week ended July 23, 2010
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